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United States District Court

Western District of Washington

In Equity No. 1035 On Letters Patent No. 1,838,618

THE A. S. BOYLE COMPANY,
Plaintiff,

vs.

THE PACIFIC MAEINE SUPPLY COMPANY,
Defendant.

BILL OF COMPLAINT

To the Honorable the Judges of the District Court

of the United States for the Western District

of Washington:

The plaintiff, The A. S. Boyle Company, being a

corporation duly organized and existing under the

laws of the State of Ohio and having its principal

office and place of business at 1931 Dana Avenue

in the City of Cincinnati, County of Hamilton, State

of Ohio, brings this its Bill of Complaint against

The Pacific Marine Supply Company, a corporation

of the State of Wasliingi:on having a regular and

established place of business in the City of Seattle,

County of King, State of Washington, and commit-

ting the acts of infringement hereinafter com-

plained of at said Seattle in the Western District of

Washington.

And thereupon the plaintiff complains and says:

1. This is a suit arising under the patent laws of

the United States. The defendant has a regular and

established place of business within the Western

District of Washington and has committed the in-
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fringeinent complained of within said Western Dis-

trict of Washington;

2. Plaintiff is informed and believes that prior

to the 17th day of Noveml^er, 1923, Manfred E.

Griffiths, then a subject of the King of Great

Britain, and a resident of Stowmarket in the County

of Suffolk, England, was the first, original and sole

inventor or discoverer of a certain new and useful

improvement in [2] in Plastic Compositions, not

known or used by others in this comitry before his

invention or discovery thereof, and not patented or

described in any printed publication in this or any

foreign country before his invention or discovery

thereof, or more than two years prior to his herein-

after mentioned application for Letters Patent of

the United States, and not in public use or on sale

in this country for more than two years prior to

his application for said Letters Patent in the United

States, and which had not been abandoned, nor

patented, nor caused to be patented by him or his

legal representatives or assigns in any country

foreign to the L'nited States on an application filed

more than twelve months prior to the filing of his

application for Letters Patent of the United States

as hereinafter mentioned;

That on November 17, 1823 the said Manfred E.

Griffiths duly filed an application for Letters Patent

of the United States, Serial No. 675,370 for said in-

vention in accordance with the then existing laws of

the L^nited States;

3. That, the said Manfred E. Griffiths and the

plaintiff herein having complied in all respects with
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the conditions and requirements of the United

States Statutes in such cases made and provided,

Letters Patent of the United States No. 1,838,618,

for said invention were on the 29th day of Decem-

ber 1931 issued and delivered in due form of law

to the plaintiff, The A. S. Boyle Company, as as-

signee by mesne assignments of the said Manfred E.

Griffiths, whereby the plaintiff became and now is

the exclusive owner of all the right, title and in-

terest in and to the invention covered by the said

Letters Patent and in and to said Letters Patent

as in and by said Letters Patent or a duly certified

cop3^ thereof ready here in court to be produced,

and of which profert is hereby made, will fully and

at large appear;

4. That the invention as aforesaid is of great

utility and [3] value, and that plastic compositions

made in accordance with the invention of said Let-

ters Patent have been sold by plaintiff in large and

increasing quantities and that the public has rec-

ognized the great usefulness and value of said

improvement

;

5. That the defendant herein. The Pacific Ma-

rine Supply Company, has since the gi*ant of said

Letters Patent infringed upon the rights of the

plaintiff* therein, and, particularly upon claims 5, 6,

8, 11, 13, 15, 16, 17 and 18 thereof by using and sell-

ing within the Western District of Washington and

elsewhere within the United States plastic composi-

tions, for instance, but not exclusively, under the

names "Duratite Wood Dough" and ''Duratite

Seam Putty", embodying the invention of said
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Letters Patent No. 1,838,618 and plaintiff is in-

formed and believes that defendant will continue

to infringe upon the rights of the plaintiff in said

Letters Patent miless prevented l)y decree of this

Court

;

6. That the plaintiff has given notice to the pub-

lic including this defendant that the j)lastic com-

position made and sold by it is patented by fixing

to the packages in which it is enclosed a label bear-

ing thereon the word "Patent" together with the

number "1,838,618", as provided in Section 4900 of

the Revised Statutes as amended.

Wherefore plaintiff prays:

(a) For a perpetual injunction restraining the

defendants, their clerks, agents, servants and work-

men, from infringing said patent ; and for a pre-

liminary injunction to a like effect pending this

suit;

(b) For an accounting of damages and profits

due to said infringement and that the defendants

be compelled to pay over to the plaintiff said dam-

ages, as well as said profits; and for plaintiff's

costs.

(c) For such other relief as equity may re-

quire, [1]

THE A. S. BOYLE COMPANY
By WALTER SILBERSACK

G. AVRIGHT ARNOLD
CLINTON L. MATHIS

Solicitors for Plaintiff'

GEORGE P. DIKE
CEDRIC W. PORTER

Of Counsel
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VERIFICATION
State of Ohio,

County of Hamilton—ss.

Walter Silbersack, being duly sworn, deposes and

says, that he is the General Manager of The A. S.

Boyle Company, the corporation named in the with-

in entitled action; that he has read the foregoing

Bill of Complaint and knows the contents thereof,

and that the same is true to his own knowledge, ex-

cept as to the matters herein stated to be alleged

upon information and belief, and as to those mat-

ters he believes it to be true; and the reason why
this verification is not made by the plaintiff person-

ally is that the said plaintiff is a corporation of

which affiant is an officer.

WALTER SILBERSACK

SwoiTi to before me this 6th day of October, 1933.

[Seal] CHARLES GALINARI
Notary Public

My Commission expires May 20, 1936.

[Endorsed] : Filed Oct. 13, 1933. [5]
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In the United States District Court for the Western

District of AVashington

In Equity on Letters Patent No. 1,838,618

THE A. S. BOYLE COMPANY,
Plaintiff,

vs.

THE PACIFIC MARINE SUPPLY COMPANY,
Defendant,

WEBB PRODUCTS CO., INC.,

Intervener.

ANSWER OF THE PACIFIC MARINE
SUPPLY COMPANY

To the Honora])le Judges of the District Court of

the United States for the Western District of

AVashington

:

The Defendant, The Pacific Marine Supply Com-

pany, is without knowledge and is not informed save

by the Bill of Complaint herein as to whether or

not Plaintiff, The A. S. Boyle Company, is a cor-

poration duly organized and existing under the laws

of the State of Ohio, having its principal office and

place of business at 1934 Dana Avenue, in the City

of Cincinnati, County of Hamilton, State of Ohio,

and, therefore, leaves Plaintiff to its proofs thereon.

The Defendant, for the purpose of this action ad-

mits that it is a corporation of the State of Wash-

ington, having a regular and established place of

business in the City of Seattle, Comity of King,
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State of Washington, but denies that it is commit-

ting any acts of infringement at Seattle, in the

Western District of Washington, or elsewhere.

And thereupon, this Defendant, answering the

Bill of Complaint, says

:

1. The Defendant admits the jurisdiction of this

[6] Honorable Court. The defendant also admits

that it has a regular and established place of busi-

ness within the Western District of Washington.

Defendant denies that it has committed any acts of

infringement either within the Western District of

Washington or elsewhere.

2. The Defendant has no information, save by

the Bill of Complaint, as to the allegations set forth

in paragraph two of the Bill of Complaint and,

therefore, denies that prior to the 17th day of No-

vember, 1923, or at any other time, that Manfred E.

Griffiths was the first, original, and sole inventor

or discoverer of any new or useful improvement in

plastic compositions; denies that such alleged im-

provements in plastic composition were not knowTi

or used by others in this country before his alleged

invention or discovery thereof; denies that said

alleged new and useful improvements were not pat-

ented or described in any printed publication in

this or any foreign country before his invention or

discovery thereof, or more than two years prior to

his alleged application for letters patent of the

United States; denies that said alleged new and

useful improvements were not in public use or on

sale in this country for more than two years prior
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to bis alleged application for lettei's patent of the

United States ; and denies that said alleged improve-

ments had not been a])andoned, nor patented nor

caused to ])e patented by said Manfred E. Griffiths

or his legal representatives or assigns in any coun-

try foreign to the United States on an application

filed more than twelve months prior to the filing of

his alleged application for letters patent of the

United States.

This Defendant also denies that on or about No-

vember 17, 1923, the said Manfred E. Griffiths filed

an application for letters patent of the United

States and denies that said alleged application was

filed in accordance [7] with the then existing laws

of the United States.

3. In answering paragTaph three of the Bill of

Complaint this defendant admits that purported

letters patent of the United States, No. 1,838,618,

were issued on the 29th day of December, 1931, to

The A. S. Boyle Company as assignee by mesne

assignments of the said Manfred E. Griffiths, but

denies that the said Manfred E. Griffiths and/or the

Plaintiff herein complied with the conditions and

requirements of the United States statutes in such

cases made and provided; Defendant denies that

the Plaintiff became and/or now is the exclusive

owner of all the right, title and interest in and to

the alleged invention covered by the said letters

patent and denies that the Plaintiff has become

and/or now is the exclusive owner of all the right,

title, and interest in and to said letters patent.
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4. The Defendant, answering paragraph four of

the Bill of Complaint, denies each and every alle-

gation contained in paragraph marked "4."

5. The Defendant, in answer to paragraph five of

the Bill of Complaint, admits that it has sold within

the Western District of Washington plastic compo-

sitions under the names of '

' Duratite Wood Dough '

'

and *' Duratite Seam Putty", but denies that De-

fendant has infringed upon the rights of the Plain-

tiff herein and denies that "Duratite Wood Dough"

and/or "Duratite Seam Putty" embody the inven-

tion of said letters patent No. 1,838,618. The De-

fendant further denies that it is or that it will con-

tinue to infringe upon the rights of the Plaintiff in

said letters patent.

6. The Defendant, in answer to paragraph six of

the Bill of Complaint is Avithout knowledge or in-

formation except by the Bill of Complaint herein

and, therefore, denies that the Plaintiff has given

notice to the public or to this [8] Defendant that

the plastic composition made and sold by Plaintiff

is patented either by affixing to the packages in

which it is enclosed a label bearing the word "Pat-

ented" together with the number "1,838,618", or

otherwise.

7. The Defendant denies each and every allega-

tion of infringement or other unlawful act by it in

the Bill of Complaint contained.

8. As a first afBrmative defense, the defendant,

answering on information and belief, alleges that

the letters patent in suit are void and of no force

and effect because, in view of the state of the art as
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known at the time of and long prior to the alleged

invention or discovery, the alleged improvements

did not involve invention but involved nothing more

than the exercise of mere mechanical skill.

9. The Defendant, as a second affirmative de-

fense, answering upon information and belief, al-

leges that the said letters patent and each of the

claims, particularh^ noted in paragraph five of the

Bill of Complaint, are void and of no force and

effect because the alleged invention and improve-

ment claimed therein and covered thereby and each

and every substantial and material part thereof was,

long prior to any invention or discovery thereof by

the said Griffiths, patented or described in the fol-

lowing patents and printed publications

:

UNITED STATES PATENTS:

Jarvis 329,313 October 27, 1885

Arnold 1,195,431 August 22, 1916

Hinze 1,594,421 August 3, 1926

Deitz and Wayne 133,969 December 17, 1872

Ritsehke 1,497,028 June 10, 1924

Ellis 999,490 August 1, 1911

Balke and Leysieffer 1,468,222 September 18, 1923

Dunvvoody and Wills 1,187,890 June 20, 1916

Lindsay 1,493,207 May 6, 1924

ro"

Ekstein 458,157 August 25, 1891

Hyatt and Blake 89,582 :\Iay 4, 1869

Reagles 311,203 January 27, 1885

Grawl 1,652,353 December 13, 1927

Black 1,294,355 February 11, 1919

jNIerriek 1,203,229 October 81, 1916

Pierson 65,267 :\ray 28, 1867
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BRITISH PATENTS:

^lennens 2,775 November 13, 1860

Bulling 169,177 December 18, 1922

A. De Pont et al 24,790 November 5, 1896

Thompson 27,534 November 23, 1897

GERMAN PATENT

:

U. Marga 85,235 1893

PUBLIC^ATIONS

:

"Engineer" dated March 3, 1922, published at 28 Essex

Street, Strand, London, W. C. 2, pages 230 and 231.

And others to which the defendant has not now

the dates, numbers and patentees thereof, or the

names of the pubUcations, titles, and authors iden-

tifying the same and which defendant prays leave

to furnish when sufficiently informed thereof.

10. As a third affirmative defense defendant

avers, on information and belief, that the letters

patent in suit are invalid and void in that Manfred

Ethelwold Griffiths was not the original or first in-

ventor of the alleged improvements in plastic com-

positions in that the same plastic compositions and

all substantial parts thereof were known to and in

public use by the following named persons in the

United States prior to the alleged invention by the

said Griffiths and more than two years prior to the

filing of the alleged application for letters patent:

[10] E. S. Webb, now residing at San Bernardino,

California
;
place of knowledge and use: Kelly Field,

near San Antonio, Texas. Murray C. Tunison, Elsi-

nore, California; place of knowledge and use: Ala-
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meda, California. Joseph J. Graf, Los Angeles,

California; place of knowledge and use: Kelly Field,

San Antonio, Texas. M. C. Pinnell, Calexieo, Cali-

fornia; place of knowledge and use: Kelly Field,

San Antonio, Texas.

And others to which Defendant has not now the

names, addresses, or other data, and which data it

pra3''s leave to furnish when sufficiently informed

thereof.

Wherefore, The defendant prays that the Bill of

Complaint herein be dismissed upon the merits with

costs, and that Defendant have such other relief and

premises as may be just.

THE PACIFIC MARINE SUPPLY COMPANY
By S. V. BECKWITH

HAZARD & MILLER
FRED H. MILLER

Attorneys for Defendant.

0. E. STEINER
Of Comisel. [11]

[Title of District Court and Cause.]

VERIFICATION.

State of AYashington,

Count}^ of King.—ss.

S. V. Beckwith, being first duly sworn, deposes

and says: that he is Secretary of The Pacific

Marine Su])ply Company, the Defendant in the

above entitled action ; that he has read the foregoing
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answer and knows the contents thereof, and that

the same is true of his own knowledge except as to

the matters herein stated to be alleged upon in-

formation and belief and as to those matters he be-

lieves it to be true.

Deponent further says that the reason this veri-

fication is made by Deponent and not by the De-

fendant is because said Defendant is a corporation.

S. V. BECKWITH
Subscribed and sworn to before me this 13 day

of Nov. 1933.

[Seal] G. E. STEINER
Notary Public in and for the State of Wash-

ington, County of King.

[Endorsed]: Filed Nov. 13, 1933. [12]

[Title of District Court and Cause.]

AMENDMENT TO ANSWER OF DEFENDANT.

IX.

The defendant, as a second affirmative defense,

answering upon information and belief, alleges that

the said Letters Patent and each of the claims par-

ticularly noted in paragraph V of the bill of com-

plaint are void and have no force and effect because

the alleged invention and improvement claimed

therein and covered thereby and each and every

substantial and material part thereof, was, long-

prior to any invention or discovery thereof by said

Griffiths, patented and described in the follow^ing

patents or printed publications:
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UNITED STATES PATENTS

Jarvis 329,313 October 27, 1885

Arnold 1,195,431 August 22, 1916

Ilinze 1,594,521 August 3, 1926

Dteitz and Wayne 133,969 December 17, 1872

Ritsehke 1,497,028 June 10, 1924

Ellis 999,490 August 1, 1911

Balke et al 1,468,222 September 18, 1923

Dunwody et al 1,187,890 June 20, 1916

Linsay 1,493,207 .May 6, 1924

Eckstein 458,157 August 25, 1891

Hyatt and Blake 89,582 May 4, 1869

Reagles 311,203 January 27, 1885

Granl 1,652,353 December 13, 1927

Black 1,294,355 February 11, 1919

Merrick 1,203,229 October 31, 1916

Pierson 65,267 May 28, 1867

[13]

BRITISH PATENTS

]Mennons 2,775 November 13, 1860

Bulling 169,177 December 18, 1922

A. De Pont 24,790 November 5, 1896

Thompson 27,534 November 23, 1897

Oblasser et al 19,242 October 26, 1892

Meyer 19,735 1908

Oliver 17,001 July 20, 1895

Hermet 6,473 1895

Lengfellner 26,033 July 1, 1909

Balke et al 154,157 March 17, 1922

Koln-Rottweil Aktiengesell-

schaft 156.095 December 22, 1920

GERMAN PATENTS:

U. :\Iaiga 85,235 January 30, 1896
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FRENCH PATENTS:
Matas J Rodes 349,782 December 31, 1904

Charual 463,156 October 2, 1913

Societe Anonyme Nouvelle

L'oyonnithe 465,345 November 26, 1913

PUBLICATIONS

:

Engineering, dated December 9, 1921, published at 35 and 36

Bedford Street, Strand, London, W. C. 2, England, page

785.

Engineer, dated JNIareh 3, 1922, published at 28 Essex Street,

Strand, London, W. C. 2, England, pages 230 and 231.

X.

As a third affirmative defense, defendant alleges,

on information and belief, tliat the Letters Patent

in suit and particularly those claims thereof noted

in paragraph V of the bill of complaint are invalid

and void in tliat Manfred Ethelwold Grriffiths was

not the first and original inventor of improvements

in plastic compositions in that the same plastic com-

positions and all substantial parts thereof were

known to and in public use by the following named

persons in the United States prior to the alleged in-

vention by said Griffiths and more than two years

prior to the filing of the alleged application for Let-

ters Patent:

E. S. Webb, now residing at San Bernardino,

California
;
place of knowledge and use: Kelly Field,

near San [14] Antonio, Texas.

Murray C. Tunison, Elsinore, California ; place of

knowledge and use: Alameda and Oakland, Cali-

fornia.
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Joseph J. Graff, Los Angeles, California; place of

knowledge and use: Kelly Field, San Antonio,

Texas.

M. C. Pinnell, Calexico, California
;

place of

knowledge and use: Kelly Field, San Antonio,

Texas.

H. C. Roller, Glendale, California; place of

knowledge and use: Glendale, California.

Ted Hoffman, Glendale, California; place of

knowledge and use : Chicago, Illinois ; also a govern-

ment flying field in Texas.

Frank J. Bush, Los Angeles, California; place of

knowledge and use: Hollywood, California, and

Seattle, Washington.

Larry Brown, Los Angeles, California; place of

knowledge and use: Los Angeles, California.

XI.

As a fourth affirmative defense, defendant alleges,

upon information and belief, that said Letters Pat-

ent and particularly the claims thereof as noted in

paragraph V of the })ill of complaint are invalid

and void for the reason that the patentee was not

the original, or first, or an}^ inventor thereof, in that

the same and all material and substantial parts

thereof were invented prior to the alleged invention

by the said patentee by

:

William G. Linsay, Newark, New Jersey.

William F. Graul, North//ampton, Massachusetts.

Paul Bock and Gustav Leysieffer, Troisdorf, neai-

Cologne, Germany.
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Alexander Ritschke, Duneberg, Germany.

Albert Hinze, Parlin, New Jersey. [15]

XII.

Further answering, the defendant, on informa-

tion and belief, avers that the claims in said Letters

Patent are ambiguous and are not distinct and do

not particularly point out the part, improvement,

or combination which the plaintiff claims as his in-

vention or discovery.

G. E. STEINER
HAZARD & MILLER

Attorneys for Defendant.

[Endorsed]: Filed Jan. 28, 1935. [16]

[Title of District Court and Cause.]

PETITION FOR LEAVE TO INTERVENE.

To the Honorable Judges of the District Court of

the United States for the Western District of

AVashington:

The Petitioner, Webl) Products Co., Inc., respect-

fully represents:

1. That the Petitioner, Webb Products Co., Inc.,

is a corporation duly organized and existing luider

and by virtue of the laws of the State of California,

having its principal office and place of business at

216 South Street, San Bernardino, in the County

of San Bernardino, State of California.
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2. That your Petitioner is, and for some years

past has been, engaged in the business of manufae-

turing self-hardening plastic compositions and has

been selling these compositions to the trade. That

among the plastic compositions that your Petitioner

has been manufacturing and selling are composi-

tions made and sold under the names of *'Duratite

Wood Dough" and "Duratite Seam Putty", men-

tioned on paragraph five of the Bill of Complaint

in the above entitled cause.

3. That your Petitioner is doing a large busi-

ness, [17] is solvent, and is in good financial stand-

ing, and has a high credit rating in the commercial

world.

4. That The Pacific Marine Supply Company,

the Defendant named in the above entitled cause, is

a customer of your Petitioner and has purchased

from your Petitioner, as manufacturer, supplies of

"Duratite Wood Dough" and "Duratite Seam

Putty" for purposes of resale to the trade.

5. That your Petitioner has received a notice

from The A. S. Boyle Company, the Plaintiff in the

above entitled cause, to the effect that said company

was the owner of letters patent No. 1.838,618 and

contended that your Petitioner's products were an

infringement thereof. That upon receiving such

notice your Petitioner respectfully informed The

A. S. Boyle Company that it had no intention of

discontinuing the manufacture of its products, in-

cluding such products as "Duratite Wood Dough"

and "Duratite Seam Putty", with the hopes and ex-
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pectations that if The A. S. Boyle Company, the

Plaintiff herein, believed its letters patent No.

1,838,618 to be good and valid in law and the De-

fendant's products, "Diiratite Wood Dough" and

''Duratite Seam Putty", were an infringement

thereof that The A. 8. Boyle Company would insti-

tute suit directly against your Petitioner for manu-

facture, use and sale of said "Duratite Wood
Dough" and ^'Duratite Seam Putty" in the United

States District Court in and for the Southern Dis-

trict of California, Central Division.

6. That the Plaintiff herein has threatened and

now are threatening to commence a multiplicity of

actions against other customers of your Petitioner.

That representatives of the Plaintiff have repre-

sented to many of your Petitioner's customers that

your Petitioner's products, "Duratite Wood
Dough" and "Duratite Seam Putty" were an in-

fringement of letters patent No. 1,838,618. [18]

7. That the Plaintiff herein has commenced and

is continuing a systematic attack upon your Peti-

tioner's business in an attempt to destroy its busi-

ness by intimidating your Petitioner's customers

through threats of prosecution and by other unfair

means, and have threatened to continue such as-

sault upon your Petitioner's business.

8. That the Plaintiff, the A. S. Boyle Couipany,

in pursuance of said unlawful scheme has wrong-

fully, wickedly, and maliciously composed, printed,

published, and distributed and caused to be de-

livered to a large number of your Petitioner's cus-
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tomers inalicions circulars and advertisements and

verbal comnninications whei'ein, among other thing's,

it was falsely and maliciously asserted ''This an-

nouncement is a warning to the trade that the manu-

facture or sale of any wood base putty containing

a nitrocellulose solvent and wood flour or their equi-

valents is an infringement of this patent. We hereby

warn any manufacturer, wholesaler, retailer, or con-

sumer against manufacturing, purchasing, selling or

using any compomid that infringes this patent,"

and "Warning!!—We intend to prosecute infringers

of the Griffiths patent to the full limit of the law."

That such warning was directed to and intended to

be directed against your Petitioner and that when

such circidars and advertisements were delivered

to customers of your Petitioner who were retailino,-

your Petitioner's products they had the effect of

intimidating such customers and causing them to

solicit assurances from your Petitioner to protect

them in the event of patent infringement litigation

brought by the Plaintiff herein.

9. That the wrongful acts herein complained of

if allowed to continue will destroy the Petitioner's

business and cause it irreparable damage and in-

jury for which your Petitioner has no adequate

remedy at law. [19]

10. That your Petitioner has been advised liy

patent counsel that its products do not infringe the

said letters patent No. 1,838,618, and that claims

5, 6, 8, 11, 13, 15, 16, 17, and 18, which are relied

upon herein, are invalid and void as the subject mat-
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ters of said claims were not new or original in view

of the prior art.

11. That your Petitioner is directly and vitally

interested in the outcome of this suit asi it is di-

rected solely against your Petitioner's product as

manufacturer thereof.

12. That your Petitioner verily believes that

this suit has not been brought in good faith but has

been brought to inconvenience your Petitioner and

has been brought primarily to influence and intimi-

date the trade and to cause the trade to refrain from

doing business with your Petitioner ; that your Peti-

tioner is fully prepared to show to this Honorable

Court by competent evidence that its product does

not infringe said Letters Patent and that said Let-

ters Patent are invalid and void for various and

sundry statutory reasons and that the complaint

is wholly without merit, justice or equity.

"V\T3erefore, your Petitioner prays:

1. That it may be permitted to intervene in and

become a party defendant to said suit and to file

its accompanying answer.

2. That the Plaintiff, its directors, officers,

agents, associates, attorneys, clerks, servants, work-

men, employees, and confederates, and each of them

be enjoined and restrained by a writ of injunction

issuing out of and under the seal of this Honorable

Court from commencing or pi'osecuting any fur-

ther suit or suits against the customers of your

Petitioner for infringement of the letters patent in

suit pending the determination and outcome of this
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suit, and from composing, printing, publishing,

mailing, circularizing, [20] communicating, sending,

or deliA^ering any letters, circulars, advertisements,

or other communications, orally or in writing,

wherein there shall be contained directly or indi-

rectly any threat to prosecute anyone on account

of dealing wtih your Petitioner in "Duratite Wood
Dough" and "Duratite Seam Putty", or wherein

shall be contained any charge directly or indirectly

maintaining that your Petitioner's ''Duratite Wood
Dough" or "Duratite Seam Putty" is an infringe-

ment of letters patent in suit pending the determina-

tion and outcome of this suit.

3. That your Petitioner may have such other

and further relief as to this Honorable Court may

seem just and equitable in the premises.

WEBB PRODUCTS CO. IXC,

By E. S. WEBB,
President.

HAZARD & MILLER,
FRED H. MILLER,

Attorneys for Petitioner.

Of Counsel.

I hereby certify that the foregoing petition is

well foimded in law.

FRED H. MILLER,
Attorney for Petitioner. [21]
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VERIFICATION.

State of California,

County of Los xlngeles—ss:

E. S. Webb, being duly swoni, deposes and says:

that he is the president of Webl) Products Co., Inc.,

the corporation named in the within entitled peti-

tion; that he has read the foregoing petition and

knows the contents thereof and that the same is true

to his own knowledge except as to matters herein

stated to be alleged upon information and belief

and as to those matters he believes it to be true.

Deponent further says that the reason this verifi-

cation is made by deponent and not by tlie Peti-

tioner is because the said Petitioner is a corpora-

tion, and the grounds of deponent's belief as to all

matters in said petition not stated upon his own
knowledge are investigations which deponent has

caused to be made concerning the subject matter of

this petition and information acquired by deponent

in the course of his duties as an officer of said Webb
Products Co., Inc., a corporation, and from the

])ooks and papers of said corporation.

Deponent further says that the attached photo-

static copy, marked "Exhibit A", is a true and cor-

rect photostatic copy of one of the printed circu-

lars which Plaintiff herein, by one of its repre-

sentatives, has caused to be distributed and de-

livered to customers of the Petitioner. That the ad-

ditional photostatic copies attached hereto are true

and correct photostatic copies of letters which your

Petitioner has received from its customers illus-
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trating the results that the acts of the Plaintiff

herein have had upon your Petitioner's customers.

E. S. WEBB.

Subscribed and sworn to before me this 7 day of

November, 1933.

[Seal] FREDA R. PAULSON,

Notary Public in and for the State of California,

Coimty of Los Angeles.

[Endorsed] : Filed Nov. 13, 1933. [22]

[Title of District Court and Cause.]

ORDER RELATIVE PETITION OF WEBB
PRODUCTS CO., INC., FOR LEAVE TO
INTERVENE.

This matter came on to be heard in open court

at this term and was argued by counsel ; and there-

upon, upon consideration thereof, it was

Ordered, Adjudged and Decreed as follows:

1. That the petition of the Webb Products Co.,

Inc. to be made a party defendant as intervener is

hereby granted to the extent that said intervention

is in subrogation to and in recognition of the main

proceeding.

2. That the petition of Webb Products Co., Inc.

for an injunction, as set forth in the prayer, para-

graph 2, page 4 of the ''Petition for Leave to In-

tervene", is hei-eby denied.
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Dated at Seattle this 19th day of February, 1934.

EDWARD E. CUSHMAN,
United States District Judge.

0. K. as to form.

G. E. STEINER,
Atty. for Webb Products Co.

[Endorsed] : Filed Feb. 19, 1934. [23]

[Title of District Court and Cause.]

ANSWER OF INTERVENER

To the Honorable Judges of the District Court of

the United States for the Western District of

Washington

:

The Intervener, Webb Products Co., Inc., for its

answer to the Bill of Complaint, respectfully

alleges

:

1. The Intervener is without knowledge and is

not informed save by the Bill of Complaint herein

as to whether or not Plaintiff, The A. S. Boyle

Company, is a corporation duly organized and exist-

ing under the laws of the State of Ohio, having its

principal office and place of business at 1934 Dana

Avenue, in the City of Cincimiati, County of Ham-
ilton, State of Ohio, and, therefore, leaves Plaintiff

to its proofs thereon.

The Intervener, for the purposes of this action,

admits that it is a corporation duly organized and

existing mider the laws of the State of California,
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having- its principal office and place of business at

216 South G Street, San Bernardino, in the County

of San Bernardino, State of California.

Thereupon, this Intervener, answering the Bill

of Comphiint, says: [24]

1. The Intervener admits the jurisdiction of this

Honorable Court but denies that it has committed

any acts of infringement cither within the Western

District of Washington or within the State of Cali-

fornia, or elsewhere.

2. The Intervener has no information, save by

the Bill of Complaint, as to the allegations set forth

in paragraph two of the Bill of Complaint, and,

therefore, denies that prior to the ITtli day of

November, 1923, or at any other time, that Man-

fred E. Griffths was tlie first, original, and sole

inventor or discovered of any new or useful im-

provement in plastic compositions; denies that such

alleged improvements in plastic compositions were

not kno\vn or used by others in this country before

his alleged invention or discovery thereof; denies

that said alleged new and useful improvements

were not patented or described in any printed pub-

lication in this or any foreign countr}' before his

invention or discovery thereof, or more than two

years prior to his alleged application for letters

patent of the United States ; denies that said alleged

new and useful improvements were not in public

use or on sale in this country for more than two

years prior to his alleged application for letters

patent of the United States; and denies that said
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alleged improvements had not been abandoned, nor

patented nor caused to be patented by said Man-

fred E. Griffiths or his legal representatives or

assigns in any country foreign to the United States

on an application filed more than twelve months

prior to the filing of his alleged application for

letters patent of the United States.

This Intervener also denies that on or about No-

vember 17, 1923, the said Manfred E. Griffiths: filed

an application for letters patent of the United

States and denies that said alleged application was

filed in accordance with the then existing laws of

the United States. [25]

3. In answering paragraph three of the Bill of

Complaint this Intervener admits that purported

letters patent of the United States, No. 1,838,618,

were issued on the 29th day of December, 1931, to

The A. S. Boyle Company as assignee by mesne as-

signments of the said Manfred E. Griffiths, but de-

nies that the said Manfred E. Griffiths and/or the

plaintiff herein complied with the conditions and

requirements of the United States statutes in such

cases made and provided; Intervener denies that

the Plaintiff became and/or now is the exclusive

owner of all the right, title and interest in and to

the alleged invention covered by the said letters

patent and denies that the Plaintiff has become

and/or now is the exclusive owaier of all the right,

title, and interest in and to said letters patent.

4. The Intervener, answering paragraph four of
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the Bill of Complaint is without knowledge of the

allegations made in this paragraph and, therefore,

denies each and every allegation contained in para-

graph marked "4." leaving the Plaintiff to strict

proof thereon.

5. The Intervener, in answer to paragraph five

of the Bill of Complaint, admits that it is manu-

facturing, using, and selling plastic compositions

under the names of "Duratite Wood Dough" and

"Duratite Seam Putty" but denies that it has in-

fringed upon the rights of the Plaintiff herein since

the grant of Plaintiff's letters patent or at any

other time, and denies that '

' Duratite Wood Dough
'

'

and/or "Duratite Seam Putty" embody the inven-

tion of letters patent No. 1,838,618. The Intei^ener

further denies that it has or will continue to in-

fringe upon the rights of the Plaintiff in said let-

ters patent.

6. The Intervener, in answer to paragraph 6 of

the Bill of Complaint, is mthout knowledge or in-

formation except by the Bill of Complaint herein

and, therefore, denies [26] that the Plaintiff has

given notice to the public that the plastic composi-

tion made and sold by Plaintiff is patented by af-

fixing to the packages in which it is enclosed a label

bearing thereon the word ''Patented" together with

the number "1,838,618". The Intervener admits,

for the purposes of this action, that the Intervener

has received \Ai'itten notice from the Plaintiff herein

directing attention to Plaintiff's patent No.

1,838,618.
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7. The Intervener denies each and every allega-

tion of infringement or other unlawful action al-

leged in the Bill of Complaint which may be ap-

plied to this Intervener as Intervener.

8. As a first affirmative defense, the Intervener,

answering on information and belief, alleges that

the lettters patent in suit are void and of no force

and effect because, in view of the state of the art

as known at the time of and long prior to the al-

leged invention or discovery, the alleged improve-

ments did not involve invention but involved noth-

ing more than the exercise of mere mechanical skill.

9. The Interevener, as a second affirmative de-

fense, answering upon information and belief, al-

leges that the said letters patent and each of the

claims, particularly noted in paragraph five of the

Bill of Complaint, are void and of no force and ef-

fect because the alleged invention and improvement

claimed therein and covered thereby and each and

every substantial and material part thereof was,

long prior to any invention or discovery thereof by

the said Griffiths, patented or described in the fol-

lowing patents and printed publications

:

UNITED STATES PATENTS:

Jarvis 329,313 October 27, 1885

Arnold 1,195,431 August 22, 1916

Ilinze 1,594,421 August 3, 1926

Deitz and Wayne 133,969 December 17, 1872

[27]
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Ritschke 1,497,028 June 10, 1924

p:ilis 999,490 August 1, 1911

Balke and Leysieffer 1,468,222 September 18, 1923

I)uinvO(Kly and Wills 1,187,890 June 20, 1916

Lindsay 1,493,207 May 6, 1924

Ekstein 458,157 August 25, 18Sn

Hyatt and Blake 89,582 - May 4, 1869

R-eagles 311,203 January 27, 1885

Grawl 1,652,353 December 13, 1927

Black 1,294,355 February 11, 1919

iMerrick 1,203,229 October 31, 1916

I^ierson 65,267 May 28, 1867

BRITISH PATENTS:

Mennens 2,775 November 13, 1860

Bulling 169,177 December 18, 1922

A. De Pont et al 24,790 November 5, 1896

Thompson 27,534 November 23, 1897

GERMAN PATENT:

r. Marga 85,235 1893

PUBLICATIONS

:

"Engineer" dated March 3, 1922, published at 28 Essex

Street, Strand, London, W. C. 2, pages 280 and 231.

And others to which the Intervener has not now

the dates, numbers and patentees thereof, or the

names of the publications, titles, and authors iden-

tifying the same and which defendant prays leave

to funiish when sufficiently informed thereof.

10. As a third affirmative defense Intervener

avers, on information and belief, that the lettei-s
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patent in suit are invalid and void in that Manfred

Ethelwold Griffiths was not the original or first

inventor of the alleged improvements in plastic oom-

positions in that the same plastic compo- [28] sitions

and all substantial parts thereof were known to

and in public use by the following named persons

in the United States prior to the alleged invention

by the said Griffiths and more than two years prior

to the filing of the alleged application for letters

patent

:

E. S. Webb, now residing at San Bernardino, Cali-

fornia
;
place of knowledge and use : Kelly Field,

near San Antonio, Texas.

Murray C. Tunison, Elsinore, California; place of

knowledge and use: Alameda, California.

Joseph J. Graf, Los Angeles, California; place of

knowledge and use: Kelly Field, San Antonio,

Texas.

M. C. Pinnell, Calexico, California; place of knowl-

edge and use: Kelly Field, San Antonio, Texas.

And others to which Intervener has not now the

names, addresses, or other data, and which data it

prays leave to furnish when sufficiently informed

thereof.

Wherefore, the Intervener prays that the Bill of

Complaint herein be dismissed upon the merits witli
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costs, and that Intervener have such other relief and
premises as may be just.

WEBB PRODUCTS CO., INC
By E.S. WEBB

President.

HAZARD & MILLER
FRED H. MILLER

Attorneys for Intervener.

G. E. STEINER
Of Coimsel. [29]

[Title of District Court and Cause.]

VERIFICATION

State of California,

County of Los Angeles—ss

:

E. S. Webb, being first duly sworn, deposes and

says: that he is president of Webb Products Co.,

Inc., the Intervener in the above entitled action;

that he has read the foregoing answer and know^s

the contents thereof, and that the same is true to his

own knowledge except as to the matters herein

stated to be alleged upon information and belief

and as to those matters he believes it to be true.

Deponent further says that the reason this veri-

fication is made by Deponent and not by the Inter-

vener is because said Intervener is a corporation.

E. S. WEBB
Subscribed and sworn to before me this 7th day

of November, 1933.

[Seal] FREDA R. PAULSON
Notary Public in and for the State of California,

Comity of Los Angeles.

[Endorsed] : Filed Nov. 13, 1933. [30]
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[Title of District Court and Cause.]

AMENDMENT TO ANSWER OF
INTERVENER

IX.

The intervener, as a second affirmative defense,

answering upon information and belief, alleges that

the said Letters Patent and each of the claims par-

ticularly noted in paragraph V of the bill of com-

plaint are void and have no force and effect because

the alleged invention and improvement claimed

therein and covered thereby and each and every sub-

stantial and material part thereof was, long prior to

any invention or discovery thereof by said Griffiths,

patented and described in the following patents or

printed publications

:

UNITED

Jarvis

Arnold

Ilinze

Deitz and Wayne

Ritschke

Ellis

Balke et al

Dimvvody et al

Linsay

Eckstein

Hyatt and Blake

Reagles

Graiil

Black

Merrick

Pierson

STATES PATENTS:

329,313 October 27, 1885

1,195,431 August 22, 1916

1,594,521 August 3, 1926

133,969 December 17, 1872

1,497,028 June 10, 1924

999,490 August 1, 1911

1,468,222 September 18, 1923

1,187,890 June 20, 1916

1,493,207 May 6, 1924

458,157 August 25, 1891

89,582 May 4, 1869

311,203 January 27, 1885

1,652,353 December 13, 1927

1,294,355 February 11, 1919

1,203,229 October 31, 1916

65,267 May 28, 1867

[31]
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Mennons

Bulling

A. I)e Pont

Thompson

Oblasser et al

Meyer

Oliver

Hermet

Lengfellner

Balke et al

Koln-Rottweil Aktiengesell-

BRITISH PATENTS:

2,775 November 13, 1860

169,177 December 18, 1922

24,790 November 5, 1896

27,534 November 23, 1897

19,242 October 26, 1892

19,735 1908

17,001 July 20, 1895

6,473 1895

26,033 July 1, 1909

154,157 March 17, 1922

schaft

U. Maiga

156,095 December 22, 1920

GERMAN PATENTS:

85,235 January 30, 1896

FRENCH PATENTS:

:\Iatas y Rodes 349,782 December 31, 1904

Charual 463,156 October 2, 1913

Societe Anonyme Nouvelle

L'onoynnithe 465,345 November 26, 1913

PUBLICATIONS

:

P'ngineering. dated December 9, 1921, published at 35 and 36

Bedford Street, Strand, London. W. C. 2, England, page

785.

Engineer, dated ]\Iarch 3, 1922, published at 28 Essex Street,

Strand. London. W. C. 2, England, pages 230 and 231.

X.

As a third affirmative defense, intervener alleges,

on information and belief, that the Letters Patent

in suit and particularly those claims thereof noted

in paragraph V of the bill of complaint are invalid
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and void in that Manfred Ethelwold Griffiths was

not the first and original inventor of improvements

in plastic compositions in that the same plastic com-

positions and all substantial parts thereof were

known to and in public use by the following named

persons in the United States prior to the alleged in-

vention by said Griffiths and more than two years

prior to the filing of the alleged application for

Letters Patent:

E. S. Webb, now residing at San Bernardino,

California
;

place of knowledge and use : Kelly

Field, near San Antonio, Texas. [32]

Murray C. Tmiison, Elsinore, California
;
place of

knowledge and use: Alameda and Oakland, Cali-

fornia.

Joseph J. Graff, Los Angeles, California; place

of knowledge and use: Kelly Field, San Antonio,

Texas.

M. C. Pinnell, Calexico, California; place of

knowledge and use: Kelly Field, San Antonio,

Texas.

H. C. Roller, Glendale, California; place of

knowledge and use : Glendale, California.

Ted Hoffman, Glendale, California; place of

knowledge and use : Chicago, Illinois ; also a govern-

ment flying field in Texas.

Frank J. Bush, Los Angeles, California
;
place of

knowledge and use: Hollywood, California, and

Seattle, Washington.

Larry Brown, Los Angeles, California; place of

knowledge and use : Los Angeles, California.
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XI.

As a fourth affirmative defense, intervener al-

leges, upon information and belief, that said Letters

Patent and y)articnlarly the claims thereof as noted

in paragraph V of the bill of complaint are invalid

and void for the reason that the patentee was not

the original, or first, or any inventor thereof, in that

the same and all material and substantial parts

thereof were invented prior to the alleged invention

by the said patentee by:

William G. Linsay, Newark, New Jersey.

William F. Graul, Northampton, Massachusetts.

Paul Bock and Gustav Leysieffer, Troisdorf, near

Cologne, Germany.

Alexander Ritschke, Duneberg, Germany.

Albert Hinze, Parlin, New Jersey. [33]

XII.

Further answering, the intervener, on informa-

tion and belief, avers that the claims in said Letters

Patent are ambiguous and are not distinct and do

not particularly point out the part, improvement, or

combination which the plaintiff claims as his inven-

tion or discovery.

HAZARD & MILLER
G. E. STEINER

Attorneys for Intervener.

[Endorsed] : Filed Jan. 28, 1935. [34]
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[Title of District Court and Cause.]

MOTION FOR ORDER REQUIRING IN-

TERVENER TO ANSWER INTERROGA-
TORIES AND FURNISH FURTHER AND
BETTER PARTICULARS.

Comes now the Plaintiff, A. S. Boyle Company,

by and through its attorneys of record and moves

the Court for an Order:

I.

Directing that the Intervener, Webb Products

Co., Inc. answer Plaintiff's reframed interroga-

tories 1 to 6, inclusive, or in the alternative and in

lieu of answering said interrogatories 1 to 6, inclu-

sive, ansAver Plaintiff's interrogatories 7 to 9, in-

clusive.

II.

Directing that the Intervener, Webb Products

Co., Inc. within thirty (30) days from the date

hereof, file a statement as to the approximate dates

of any prior use alleged by it in its answer, a de-

scription of the thing or things, its ingredients and

where—if at all—any such composition so used can

now be found and inspected. If the Intervener has

no knowledge concerning any of these required par-

ticulars, its statement to such effect will be sufficient

excuse for not furnishing such particular or par-

ticulars.

G. WRIGHT ARNOLD
CLINTON L. MATHIS

Solicitors for Plaintiff

Seattle, Washington, November 5, 1934.

[Endorsed] : Filed Nov. 5, 1934. [35]
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[Title of District Court and Cause.]

ORDER ON PLAINTIFF'S MOTION REQUIR-
ING INTERVENER TO ANSWER IN-

TERROGATORIES AND TO FURNISH
FURTHER AND BETTER PARTICULARS.

It is herel^y ordered by the Court that E. S.

Webb, President of Webb Products Co., Inc., In-

tervener, is required to answer, under oath. Plain-

tiff's refrained interrogatories numbered 1 to 5,

inclusive, or at the Intervener's option in lieu of

answering said reframed Interrogatories 1 to 5, In-

tervener may answer interrogatories numbered 7

& 8. Said E. S. Webb is required to answer said

interrogatories as aforesaid, unless some other offi-

cer of said Intervener corporation has better knowl-

edge of the facts as to any particular interrogatory,

in which case, such other officer is required to make

answer thereto under oath.

It is further ordered by the Court that the Inter-

vener be required within thirty days from the date

hereof to file a statement as to the approximate

dates of any prior use alleged by it in its answer, a

description of the thing or things, its ingredients

and where—if at all—any such composition so used

can now be foimd and inspected. If the Intervener

has no knowledge concerning any of these required

particulars, its statement to such effect will be suf-

ficient excuse for not furnishing [36] such particu-

lar or particulars.
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Dated at Tacoma this 19tli day of Nov., 1934.

EDWAED E. CUSHMAN
United States District Judg-e.

Defendant excepts to the foregoing order requir-

ing of it such bill of particulars and its exception is

allowed.

EDWARD E. CUSHMAN
Dist. Judge.

Presented by Plaintiff.

G. WRIGHT ARNOLD
CLINTON L. MATHIS.

[Endorsed] : Filed Nov. 19, 1934. [37]

[Title of District Court and Cause.]

INTERROGATORIES TO DEFENDANT
UNDER EQUITY RULE 58.

Now Conies the plaintiff, by its attorneys and in

pursuance of Equity Rule 58, and by Order of the

Court entered herein, requires the defendant, The

Pacific Marine Supj:)ly Company, by its Secretary,

S. V. Beckwith, or such other officer as may have

better knowledge of the facts, to answer on or be-

fore Dec. 19, 1933 the following interrogatories for

the discovery of facts material to the support of

])laintiff's cause; objections, if any, to be filed on

or before.

1. Do the compositions of matter used and sold

by the defendant since December 29, 1931, and prior

to the filing of the Bill of Complaint herein under
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the name of ''Duratite Wood Dough" and "Dura-

tite Seam Putty" contain nitroceUulose ? If so,

state the percentage by weight in each composition.

[38]

2. Do the comiDositions of matter used and sold

by the defendant since December 29, 1931, and prior

to the filing of the Bill of Complaint herein under

the name of "Duratite Wood Dough" and "Dura-

tite Seam Putty" contain a volatile liquid? If so,

give the commercial designation of said volatile

liquid and the percentage by weight in each com-

position.

3. Do the compositions of matter used and sold

by the defendant since December 29, 1931, and prior

to the filing of the Bill of Complaint herein under

the name of "Duratite Wood Dough" and ''Dura-

tite Seam Putty" contain a non-drying oil? If so,

give the description and commercial designation of

said non-drying oil and the percentage thereof by

weight of each composition.

4. Do the compositions of matter used and sold

by the defendant since December 29, 1931, and prior

to the filing of the Bill of Complaint herein mider

the name of "Duratite Wood Dough" and "Dura-

tite Seam Putty" contain a resinous matter? If so,

give the description and conmiercial designation of

said resinous matter and the percentage by weight

in each composition.

5. AVhat is the description and commercial desig-

nation of the filler contained in the compositions of

matter sold bv the defendant under the name
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"Duratite Wood Dough" and "Duratite Seam

Putty"? What is the percentage by weight of said

filler in each composition?

6. What is the description and commercial

designation of the inorganic material contained in

the compositions of matter sold by the defendant

under the name of ''Duratite Wood Dough" and

^'Duratite Seam Putty"? What is the percentage by

weight of said inorganic material in each composi-

tion? [39]

If defendant prefers, the following interroga-

tories may be answered in place of the foregoing:

7.

Does the following analysis state correctly the in-

gredients and percentage of the compositions of

matter used or sold by defendant under the name

of "Duratite Wood Dough" since December 29,

1931, and prior to the filing of the Bill of Complaint

herein? If not correct, state the correct analysis:

"DURATITE WOOD DOUGH"
Percentage by weight

Solvent 34. Acetone 27.3%)

Methyl )34%
Alcohol 5.1%)

Camphor 1.6%)
Nitrocellulose 8.

Resins and non-drying oil 5.

Filler 22.

Inorganic Material 30.
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8.
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Does the following analysis state correctly the in-

gi'edients and ])ercentage of the compositions of

matter used or sold by defendant under the name of

"Duratite Seam Putty" since December 29, 1931,

and prior to the filing of the Bill of Complaint

herein? If not correct, state the correct analysis.

"DURATITE SEAM PUTTY"

Percentage by Weight

Solvent 44. Acetone .4%)

Methyl )

Alcohol 16.3%)

Ethyl )

Alcohol 5.2%)44%
Butyl )

Acetate .4%

)

Butyl )

Alcohol 14.1%)

Toluene 7.5%)

Nitrocellulose 12.

Resins and non-drying oil 10.

Filler 19.

Inorganic Material 14.

[40]

9. State the commercial doscri])tion of each of

the ingredients contained in the compositions of

matter used or sold by the defendant since Decem-

ber 29, 1931, and prior to the filing of the Bill of
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Complaint herein under the name "Duratite Wood
Dough" and ''Duratite Seam Putty".

S. V. Beckwith, Secretary of The Pacific Marine

Supply Company, is required to answer under oath

all of the above interrogatories numbered 1 to 6 in-

clusive, or alternatively numbers 7 to 9 unless some

other officer of the defendant corporation has better

knowledge of the facts as to any particular inter-

rogatory, in which case such other officer is required

to make answer thereto under oath.

(Sgd.) G. WRIGHT ARNOLD,
GEORGE P. DIKE,
CLINTON L. MATHIS
Solicitors for Plaintiff

MACLEOD, CALVER, COPELAND & DIKE
Seattle, Wash.

Boston, Mass.

Nov. 27, 1933.

[Endorsed] : Filed Nov. 27, 1933. [41]

ORDER
It is hereby Ordered by the Court that plaintiff

have leave to file the interrogatories hereto annexed

to be answered on or before Dec. 26, 1933, as pro-

vided by Equity rule #58 by the defendant, by its

Secretary, S. Y. Beckwith, or such other officer



rs. A. S. Boyle Comprnnj 45

thereof as may luive better knowledge of the facts;

unless (Inly objected to on or before Dec. 18, 1933.

Nov. 29, 1933.

JEREMIAH NETERER
United States District Judge

O.K.

G. E. STEINER
Atty for Deft.

O.K.

G. WRIGHT ARNOLD
Atty for Plaintiff.

[Endorsed] : Filed Nov. 29, 1933. [42]

[Title of District Court and Cause.]

ANSWERS TO INTERROGATORIES BY
INTERVENER

Now Comes the Intervener, Webb Products Co.,

Inc., and in answer to the interrogatories pro-

pomided herein by jolaintiff, elects to answer inter-

rogatories 7 and 8, interrogatory 9 not being re-

quired to be answered.

7.

The answer to interrogatory 7 is "No." The cor-

rect analysis of Duratite Wood Dough is as follows

:

solvents 41% by weight

nitrocellulose 10.5% by weight

gums and oils 5.7% by weight

filler 11.5% by weight

inorganic materials 31.3% by weight
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8.

The answer to interrogatory 8 is ''No." The cor-

rect analysis of Duratite Seam Putty is as follows:

Colored White

Solvent 42.5% 40%
nitrocellulose 16.4% 15.3%

gums and oils 19.8% 18.3%

filler 10.7% 10%
inorganic materials 10.6% 16.7%

C. S. COEKHAM [43]

County of San Bernardino

State of California—^ss:

C. S. Corkhani, being first duly sworn, deposes

and says that he is secretary-treasurer of Webb
Products Co., Inc., the intervener in the above-en-

titled answer; that the foregoing answers to inter-

rogatories 7 and 8 are true to the best of affiant's

Iviiowledge and belief.

C. S. CORKHAM
Subscribed and sworn to before me this 23rd day

of Jan., 1935.

[Seal] FREDA R. PAULSON
Notary Public in aud for the County of Los Ange-

les, State of California.

[Endorsed] : Filed Jan. 28, 1935. [44]
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[Title of District Court and Cause.]

PARTICULARS OF INTERVENER
Now Comes the Intervener and files a statement

in compliance witli the memorandiun ruling upon

])laintiff 's motion for further and better particulars

as to prior uses alleged by it in its answer.

E. S. Webb in 1918 and 1919, at Kelly Field,

Texas, made a composition consisting of ''mng

dope" (nitrocellulose dissolved into solvent) mixed

\Wth Avood sandings. This composition was used to

fill small depressions in airplane propeller tips. No
samples of such composition are now available to be

found and inspected insofar as the intervener is

aware.

Murray C. Tunison made a composition at Oak-

land, California, during the year 1914, of film and

celluloid scrap dissolved in a solvent acetone and

mixed with wood meal. This was used for various

types of repairs. No samples which can be insjDected

are now available insofar as the intervener is aware.

Joseph J. Graff and M. C. Pinnell, both indulged

in the same practices with and without small varia-

tions from that i)reviously described in comiection

with E. S. Webb, at [45] the same time and j^lace.

No samples are now available insofar as the inter-

vener is aware.

H. C. Roller, now in Glendale, California, made a

com^DOsition in 1914 including nitrocellulose, a sol-

vent, and finelv divided wood. This was used to re-
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pair wood generally. A sample of this composition is

available and may be inspected at tbe H. C. Roller

Laboratories, Orange Street, Glendale, California.

Ted Hoffman, now located c/o Lockheed Aircraft

Company, Glendale, California, made a composition

including wing dope and finely divided wood and

used the same in 1918 at the Great Lakes Training

Station, Chicago, Illinois. This was used to repair

depressions in wood and in air plane propellers. No
samples are available at the present time of which

intervener is aware.

Frank J. Bush, now associated with the General

Electric Company of Los Angeles, engaged in a

similar practice to that above described in connec-

tion with E. S. Webb during 1918 and 1919 at Kelly

Field, Texas. No sample is now available as far as

intervener is aware.

Edwin Frazee made comj)ositions including nitro-

cellulose dissolved in a solvent mixed with finely di-

vided wood and castor oil in 1914 and years follow-

ing in Hollywood, California, and Seattle, Washing-

ton. The composition was used to mold small figures

in Tnoving picture work. No samples of the material

are now available of which intervener is aware, but

pictures of figures made of the composition are

available and may be inspected at the place of busi-

ness of Edwin Frazee on Sunset Boulevard, Holly-

wood, California.

Larry Brown, now connected with Monasco

Motors, Los Angeles, California, in 1912 and years

following, in Los Angeles, California, made compo-
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sitions including nitro- [46] cellulose dissolved with

a solvent and mixed with finely divided wood with

and without a plasticizer. No samples of this com-

position are now available insofar as intervener is

aware.

HAZARD & MILLER
Attorneys for Intervener.

Copy received this 28th day of January, 1935.

G. WRIGHT ARNOLD
By E. BAUER.

[Endorsed] : Filed Jan. 28, 1935. [47]

[Title of District Court and Cause.]

PARTICULARS OF DEFENDANT
Defendant has no knowledge concerning the re-

quired particulars as required in the memorandum

ruling upon plaintiff's motion for further and better

particulars but, instead, has relied upon the inter-

vener to actively conduct the defense of this cause

on defendant's behalf and, therefore, adopts those

particulars set up by the intervener herein.

(Signed) S. V. BECKWITH
Secretary, The Pacific Marine

Supply Company.

(Signed) G. E. STEINER
Of Counsel for defendant.

[Endorsed] : Filed Jan. 28, 1935. [48]
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[Title of District Court and Cause.]

ANSWERS TO INTERROGATORIES BY THE
DEFENDANT

Now Comes S. V. Beckwith, Secretary of The Pa-

cific Marine Supply Company, and in answer to the

interrogatories propomided herein by plaintiff,

states

:

S. V. Beckwith does not know the exact nature

of the compositions sold to The Pacific Marine

Supply Company by the intervener, Webb Products

Co., Inc., under the name of "Duratite Wood
Dough" and "Duratite Seam Putty", and does not

believe that any other person connected with the

defendant corporation is any better informed as to

the nature of these compositions than S. V. Beck-

with. Not knowing the nature of these compositions,

S. V. Beckwith is unable to answer any of the in-

terrogatories propounded and, therefore, adopts as

answers to the interrogatories propounded the an-

swers made to the same interrogatories by Inter-

vener, Webb Products Co., Inc.

S. V. BECKWITH

State of Washington

County of —ss

:

S. V. Beckwith, being first duly sworn, deposes

and says that he is secretary of The Pacific Marine

Supply Company; that the foregoing statement is

true to the best of affiant's knowledge and belief.

S. V. BECKWITH
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Subscribed and swoni to before me the 28th day

of Jany. 1935.

[Seal] G. E. STEINER
Notary Public in and for the State of Washington,

Comity of

[Endorsed] : Filed Jan. 28, 1935. [49]

[Title of District Court and Cause.]

ORDER FOR ISSUANCE OF COMMISSION
This cause coming on to be heard on the petition

of plaintiff for a Dedimmn potestatem to take the

testimony of Manfred E. Griffiths and Ernest

Caizley Murray, material witnesses for the plaintiff

residing at Stowmarket, Suffolk, England, and

other witnesses, both parties being represented by

counsel, it is the opinion of the Court that the pe-

tition should be granted and it is hereby

Ordered that a coirunission issue in this cause out

of this Court directed to Edwin Courtney Walker

or Joseph Philli])s Crawley, notaries public and

conunissioners for oaths, at 53 and 54 Chancery

Lane, London, W. C. 2, England, authorizing him

to take the deposition of Manfred E. Griffiths of

Stowmarket, Suffolk, England and of Ernest Caizley

Murray of Stowmarket, Suffolk, England, and other

witnesses, at London, upon the interrogatories and

cross-interrogatories to be attached hereto, as prayed

for in said petition. [50]
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It is further ordered that due notice of the

time and place of said examination be given to

counsel of both parties.

Either party to this action shall have the liberty

not only to examine the witnesses herein named but

any other witnesses that either party may have, at

the place aforesaid, provided that the names and

places of residence of said witnesses shall be given

to the attorney of the opposit side five days before

such examination.

It is further ordered that the testimony given

under such examination shall be reduced to writing,

signed by the witnesses, certified by the said Com-

missioner, and returned by him by mail to the Clerk

of this court at the City of Seattle, Washington,

U. S. A.

It is further ordered that all testimony taken

under this commission provided for herein shall be

taken subject to all legal objections at the trial of

this action.

EDWARD E. CUSHMAN
U. S. D. J.

Dated: 1935.

[Endorsed] : Filed Nov. 11, 1935. [51]
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[Title of District Court and Cause.]

COMMISSION TO TAKE TESTIMONY

In the District Court of the United States for the

Western District of Washington :

The President of the United States of America to

Edwin Courtney Walker or Joseph Phillips

Crawley, Greeting

:

Know ye, that we, by these presents, have ap-

l^ointed you a Commissioner and do give you full

powder and authority to examine Manfred E. Grif-

fiths and Ernest Caizley Murray, of stowmarket,

Suffolk, England, and other witnesses, under oath,

as witnesses on behalf of the plaintiff in a certain

cause now pending in the above court, wherein The

A. S. Boyle Company is Plaintiff and The Pacific

Marine Supply Comi)any is defendant, on the inter-

rogatories and cross interrogatories hereto attached.

And we do further empower you on the same be-

half and in like manner to conduct an oral examina-

tion of any other person or persons who may be

produced as \\'itnesses before you.

And we do hereby require you, before whom such

testimony is to be taken, to reduce the same to writ-

ing, and to close it uj) under your hand and seal and

direct it to the Clerk of the above entitled court at

Seattle, in the Western District of Washington,

[52] U. S. A. as soon as may be after the execution

of this commission; that you return the same when

executed, as aboA^e directed, w4th the title of the
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cause endorsed upon the envelope of the com-

mission.

Witness the Honorable Edward E. Cushman,

Jndge of the District Court of the United States

this 6th day of May, 1935.

[Seal] EDGAR M. LAKIN,
Clerk

By TRUMAN EGGER
Deputy Clerk [53]

[Title of District Court and Cause.]

MEMORANDUM DECISION AFTER TRIAL.

G. WRIGHT ARNOLD and

CLINTON L. MATHIS,
1608 Smith Tower, Seattle, Wn.,

Solicitors for Plaintiff.

GEORGE P. DIKE and

C. W. PORTER, of Macleod, Calver, Copeland &

Dike,

73 Tremont St., Boston, Massachusetts,

Of Counsel for Plaintiff.

C. E. STEINER,
304 Spring St., Seattle, Wn., and

HAZARD & MILLER, Central Bldg., Los Angeles,

Calif.,

Attorneys for Defendant and Intervener.

This suit is one for infringement of Claims 5, 6,

8, 11, 13, 15, 16, 17 and 18 of Patent No. 1,838,618,
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issued to Manfred Ethelwold Griffiths December 29,

1931 upon an application filed November 17, 1923.

The infringement alleged is the using and selling by

defendant of certain compositions under the names

of "Duratite Wood Dough" and "Duratite 8eam
Putty".

The defendant, in its Answer, admits the sale of

such compositions but denies infringement and al-

leges the invalidity of the patent as not involving

invention, in view of the state of the art. [54]

Defendant further alleges invalidity because of

anticipation by various United States, British and

French patents, a German patent and various pub-

lications.

Invalidity is also alleged in that the compositions

covered by the claims and all substantial parts

thereof were known and in public use in the United

States prior to the alleged invention and more than

\\\o years prior to the filing of the application for

the letters patent.

The intervener admits the manufacture and sale

of the alleged infringing compositions, denies in-

fringement and alleges invalidity of the patent, as

does the defendant.

Plaintiff Cites: American Stainless Steel Co. v.

Ludlum Steel Co., 290 F. 103; Badische Anilin &
Soda Fabrik v. Klipstein & Co., 125 F. R. 543;

Bankers' Utilities Co. Inc. et al v. Pacific Nat.

Bank et al., 18 F. (2d) 16; Barbed Wire Patent,
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143 U. S. 275; Bramraer v. Schroder, 106 F. 918;

Butler V. Burch Plow Co., 23 P. (2d) 15; Carson

V. American Smelting & Eefining Co., 4 P. (2d)

463; Claude Neon Lights Inc. v. Rainbow Light, 47

P. (2d) 345; Cohn v. United States Corset Co., 93

U. S. 367; Diamond Rubber Co. v. Consolidated

Rubber Tire Co., 220 U. S. 428; Eibel Process Co. v.

Minnesota & Ontario Paper Co., 261 U. S. 45 ; Ex-

panded Metal Co. v. Bradford, 214 U. S. 366 ; Gen-

eral Electric Co. v. Alexander Co., 277 Ped. 290;

General Electric Co. v. P. R. Mallory Co., 294 P.

562; Good^^in Pilm & Camera Co. v. Eastman

Kodak Co., 207 Ped. 351; Gottschalk Mfg. Co. v.

Springfield AVire & Tinsel Co., [55] 74 P. (2d) 583;

Grosselin Ex Parte, 1901 Comm. Dec. 248; Gulf

Smokeless Coal Co. v. Sutton, Steel & Steel et al.,

35 P. (2d) 433; Hanifen v. E. H. Godschalk, 78 P.

811; Hanifen v. Price, 96 P. 441; Hildreth v.

Mastoras, 257 U. S. 27; Hoskins Mfg. Co. v. Gen-

eral Electric Co., 212 P. 422 ; J. A. Mohr & Son v.

Alliance Securities Co., 14 P. (2d) 799; Kings

County Resin & Pruit Co. v. United States Consoli-

dated Seeded Raisin Co., 182 P. 59; Kurtz v. Belle

Hat Lining Co., 280 Ped. 277 ; National Battery Co.

V. Richardson, 63 P. (2d) 289; O'Rourke Eng. Con.

Co. V. McMullen, 160 P. 933; Pittsburgh Plate Glass

Co. V. iVmerican Window Glass Co., 276 P. 197;

Proctor & Gamble Co. v. Berlin Mills Co., 256 P.

23; Root Refining Co. v. L^niversal Oil Products

Co., 78 P. (2d) 991; Salt's Textile Mfg. Co. v.

Tingue Mfg. Co., 227 P. 115; Sandusky v. Brooklpi
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Box Toe Co., 13 F. (2cl) 238; Seymour v. Osborne,

78 U. S. 516 ; Smith v. Goodyear Dental Vulcanite

Co., 93 IT. S. 486; Temoo Electric Motor Co. v.

ApiK) Mfg. Co., 275 U. S. 319; Trane Co. v. Nash

Engineering Co., 25 F. (2d) 267; Trico Products

Corp. V. Ace Products Corp., 30 F. (2d) 688; Trus-

sell Mfg. Co. V. Wilson-Jones Co., 50 F. (2d) 1027;

Welbnan-Seaver Morgan Co. v. William Cramp &

Sons Ship & Engine Bldg. Co., 3 F. (2d) 531; Wels-

])ach Light Co. v. American Incandescent Lamp Co.,

98 F. 616 ; Westinghouse Elec. & Mfg. Co. v. Wads-

worth Elec. Mfg. Co., 36 F. (2d) 319; Yoimg

Radiator Co. v. Modine Mfg. Co., 55 F. (2d) 545;

Corpus Juris, 48, Sec. 96; Walker on Patents, 6th

Edition, Sec. 109, ]). 136: Title 35, U. S. C. A.,

Sec. 31; Railroad Supply Co. v. Hart Steel Co., 222

Fed. 261 ; Hobbs v. Beach, 180 U. S. 392, 393 ; United

States Metallic Co. v. Howitt Co., 236 Fed. 739;

De Laski & [ml Thropp C. W. Tire Company v.

United States Tire Company, 232 Fed. 684, 888; In-

dividual Drinking Cup Co. v. United States Drink-

ing Cup Co., 220 Fed. 331 ; Keasbey & Mattison Co.

V. Philip Carey Mfg. Co., 139 Fed. 571 ; Canada v.

Michigan Malleable Iron Co., 124 Fed. 486; Skelly

Oil Co. V. Universal Oil Products Co., 31 Fed. (2d)

427: Shimadzu v. Electric Storage Battery Co., 17

F. Supp. 42-49; A. S. Boyle Co. v. Harris-Thomas

Co., et al., 18 F. Supp. 177.

Defendant and Intervener cite: Abercrombie &

Fitch vs. Baldwin, 245 U. S. 198; Amdur Patent

Law and Practice, page 384, Section 9; American
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Stainless Steel Corp. vs. Rustless Iron Corp., 2 F.

Suj^p. 742 ; American Sulphite Pulp Co. vs. Holland

Falls Pulp Co., 80 Fed. Rep. 398; In re Bayer, 35

Fed. (2d) 66; BrowTiing vs. Colorado Telephone

Co., 61 Fed. 845, 847 ; Celluloid Mfg. Co. vs. Crofut

and others, 24 Fed. 796; Claude Neon Lights, Inc.

vs. Rainbow Light, 47 Fed. (2d) 345; Corona Cord

Tire Co. vs. Donan Chemical Corp., 276 U. S. 358

;

Deller, "Patent Law for Chemical and Metallurgi-

cal Industries"; Diamond Rubber Co. vs. Consoli-

dated Rubber Tire Co., 220 U. S. 428; Doyle vs.

Spaulding et al., 19 Fed. 744 ; 745 ; Emery vs. G. C.

Murphy Co., 4 Fed. Supp. 575; Eskimo Pie Corp.

vs. Honeymoon Pie, 25 Fed. (2d) 154-156; Eskimo

Pie Corp. vs. Levous et al., 35 Fed. (2d) 120, 122;

Expanded Metal Co. vs. Bradford, 214 U. S. 366;

Gaylor vs. Wilder, 51 U. S. 477, 496; Ex parte

Grosselin, 1901 C. D. 248; Harris vs. Stern & Lotz,

22 App. D. C. 164; Hemming, "Plastics and Molded

Electrical Insulation"; Howe Machine Co. vs. Na-

tional Needle Co., 134 U. S. 388, 397 ; McClain vs.

Ortmayer, 141 U. S. 419; Meccano, Ltd. vs. John

AVanamaker, 253 U. S. 136; Mettler vs. [57] Pea-

body Engineering Co. et al., 77 Fed. (2d) 56; Moni-

tor Stove Co. vs. Williamson Heater Co., 282 Fed.

910; National Battery vs. Richardson Company. 63

Fed. (2d) 289; Page Steel & Wire Co. vs. The

Smith Bros. Hardware Co., 64 Fed. (2d) 512; Rail-

road Supply Co. vs. Eh^ria Iron Co., 244 IJ. S. 285

;

In re Reed, 81 Fed. (2d) 869; Roemer vs. Simon,

95 U. S. 214; Ex parte Schwarz, 25 U. S. Pat. Q.
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257 ; Serenac Automatic Machine Co. vs. Wirebound

Patents Co., 282 U. S. 704; F. R. Steams Co. vs.

Russell, 85 Fed. 218, 226; Sewell vs. Jones, 91 U. S.

171 : Sliaw vs. Cooper, 7 Peters 292, 8 L. Ed. 689;

Thomas vs. Reese, 1880 C. D. 12, 17; Tripplett vs.

Lowell, et al., 297 U. S. 638 : U. S. Scaffolding Co.

vs. Chain Belt Co., 254 U. S. 32; Walker on Pat-

ents, 6th Ed. page 115; Wendell vs. American

Lamidry Machine Co., 239 Fed. 555, 557 ; Westing-

house Machine Co. et al. vs. General Electric Co.,

207 Fed. 75, 77; Wilson & Dick vs. Scherts &
Hamill, 81 Fed. (2d) 755 ; Westinghouse vs. Boyden,

170 IT. S. 537; Ex parte ^Vhitelaw, 219 O. G. 1237,

1915 C. D. 18; Zenithern Co. vs. Art Marble Co., 56

Fed. r2d) 39; Patent Office Rule 75; Mast Foos Co.

vs. Stover Mfg. Co., 177 F. S. 485, 488; 44 L. Ed.

856; Walker on Patents, Sixth Ed. page 327;

Naylor vs. Alsop Process Co., 168 Fed. 911, 917;

Loom Co. vs. Higgins, 105 U. S. 580, 591; Yablick

V. Protecto Safety Appliance Corp., 21 Fed. r2d)

885; Donner vs. Sheer Pharmacal Corp., 64 Fed,

(2d) 217.

Cushman, District Judge:

In addition to testimony heard upon the trial the

deposition of Leslie Soule, on behalf of the [58]

plaintiff was taken, to which deposition defendant

and intervener objected, as not being taken within

the time limit specified in the Order of the Court of

March 11, 1935.

The de]")osition was taken in June, 1935. The trial

of the cause was not begun until May, 1936. It in no
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way appearing that defendant or intervener was

taken by surprise, no adjournment or continuance

being asked and opportunity for cross examination

on behalf of defendant and intervener being af-

forded and exercised, the objection to the deposition

is overruled.

Depositions of the patentee, Manfred Ethelwold

Griffiths and Ernest Caizley Murray were also

taken on behalf of plaintiff, which depositions the

defendant and intervener have moved to strike

from the record upon the grounds that public use

of an invention in a foreign country more than two

years before filing an application for patent in this

country, operates as an abandonment of the inven-

tion and that under the statute (Sections 4886, 4887

and 4923, Revised Statutes, Title 35, U. S. C. A.,

Sections 31, 32 and 72) and Patent Office Rule

No. 75, invention by patentee in a foreign country

more than two years prior to the date of filing ap-

plication for letters patent in the United States may
not be shown in support of validity and that plain-

tiff may not assert any date of invention earlier than

an actual or constructive reduction to practice in

the United States or importation into the United

States of plastic wood, the composition covered by

the claims of his patent.

The motion to strike these depositions is denied.

The defense of prior knowledge and public use

in [59] the United States of the composition covered

bv the invention has not been established.
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Claim 6 of the patent is as follows:

"6. A doughy putty-like plastic composition

comprising nitrocellulose in a solution contain-

ing a volatile liquid and a finely divided cellu-

lose filler in such proportions as to harden

upon mere exposure to air to substantially the

rigidity and solidity of wood, said filler being

present in not less than fifteen parts by

weight/^ (Emphasis, the Court's)

Claim 11 also contains the words of Claim 6 em-

phasized by the Court.

Claim 15 specifies a '* finely divided wood filler"

and specifies "said wood filler being present in not

less than fifteen parts by weight."

Claim 18 specifies "about 15 to al^out 30 percent

by weight of finely divided wood".

The evidence has shown that the alleged infring-

ing composition sold by defendant and manufac-

tured by intervener contains substantially less of the

filler described in these claims than fifteen parts by

weight.

Infringement by neither defendant nor inter-

vener, insofar as these claims are concerned, has

been shown. It is therefore unnecessary to determine

the validity of these claims.

Application for the patent was filed November 17,

1923. Defendant and intervener allege "Engineer-

ing", ]^ublished December 9th, 1921 in London,

England, as an anticipation. The article in this pub-

lication sho^^^l to have been prepared upon informa-

tion given by the patentee of the patent in suit de-

scribes the material of the invention as follows

:
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''It is a collodion preparation made with very

fine wood meal, and as snpplied ready for [60]

use is of the consistency of soft pntty, and of

innch the colour of deal."

If it l)e conceded that this description was suf-

ficient to teach one of ordinary skill in the plastic

art the composition covered by the remaining

claims of the patent, yet, having been published less

than two years prior to the filing of the application

for patent and the evidence having shown that Grif-

fiths' invention was prior to the date of the publi-

cation, anticipation in this respect has not been

established.

Concerning the remain claims—which are broader

claims—the defense most positively asserted is that

of invalidity as a result of anticipation. Concerning

infringement of these claims defendant and inter-

vener state

:

"On the question of infringement it must be

conceded that such claims as are not limited to

more than fifteen parts by weight of cellulose

or wood filler are readable on the defendant's

and intervener's composition. It is freely con-

ceded that the defendant's composition contains

nitrocellulose, a solvent therefor, and wood

flour."

The patent was issued after consideration by the

patent office, its Board of Appeals and the Supreme

Court of the District of Columbia and all of the

claims here in suit have been held valid by the Dis-

trict Court in the District of Massachusetts (A. S.
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Boyle Co. v. Harris-Thomas Co. ot al., 18 F. Supp.

177) and are quoted in the opinion of that Court.

If any of the disclosures plead by the defendant

or intervener as anticipating claims 5, 8, 13, 16 or

17 describe the composition covered by any of these

claims in such full, clear terms as to enable a j)erson

reasonably skilled in the art of plastics to prepare

the composition therein described, it has not been

so [61] shown as to overcome the presumption of

validity attending the issue of the patent after the

contest waged in the Patent Office and the Supreme

Court of the District of Columbia, such decision by

the District Court of the District of Massachusetts

and that which the evidence in the present case has

shown of commercial success and numerous imita-

tions of the composition covered by these broader

claims, which matters show invention in respect to

these claims, which showing has in no way been

overcome by the defendant and intervener. The

Court holds these claims to be valid and to have

been infringed by defendant and intervener.

Any findings of fact, conclusions of law, decree or

other orders, if any, embodying the foregoing rul-

ings or resulting therefrom, will be settled u])on

notice.

The Clerk is directed to notify the attorneys for

the parties of the filing of this decision.

[Endorsed] : Filed Sep. 25, 1937. [62]
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[Title of District Court and Cause.]

ORDER DENYING PETITION FOR
REHEARING

The defendant and intervener petition the Court

for a rehearing of this case, the main gromid being

anticipation of the patent in suit, the Griffiths pat-

ent No. 1,838,618, by the Pierson patent, No. 65267,

whicli latter patent, it is asserted, was not con-

sidered by the Patent Office in its issue of the pat-

ent in suit, nor by the courts upholding its validity.

Clearly, while the Pierson patent may narrow the

scope of certain of the claims of the Griffiths patent,

it does not anticipate the claims upheld by this

Court. For one thing, the claims and specifications

of the Pierson patent do not disclose the "doughy,

putty-like" or "dough-like and putty-like" charac-

teristics of the composition of the claims of the

Griffiths patent.

The petition for rehearing is denied.

The Clerk is directed to notify the attorneys for

the parties of this Order.

Signed at Tacoma, Washington, this 7th day of

January, 1938.

EDWARD E. CUSHMAN
District Judge.

[Endorsed] : Filed Jan. 7, 1938. [63]
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[Title of District Court and Cause.]

EXCEPTIONS OF DEFENDANT AND INTER-
VENOR AND ORDER ALLOWING SAME.

The Court having heretofore on the 7th day of

January, 1938 entered an Order denying the Peti-

tions for Rehearing by the Defendant and Inter-

venor.

The Defendant and Intervenor by and tlirough

their counsel of record hereby except to the en-

trance of said Order and request that their excep-

tions be noted and allowed.

Dated at Seattle, this 1st day of February, 1938.

HAZARD & MILLER
G. E. STEINER

Covmsel for Defendant and

Intervenor.

ORDER NOTING EXCEPTIONS AND
ALLOWING SAME

The above exceptions of the defendant and inter-

venor to the Order of the Court denying the Peti-

tions for Rehearing are hereby noted and exceptions

are allowed in favor of said Defendant and said In-

tervenor.

Dated at Tacoma, this 1 day of Feb., 1938.

EDWARD E. CUSHMAN
United States District Judge

[Endorsed]: Filed Feb. 1, 1938. [64]
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[Title of District Court and Cause.]

AMENDED PROPOSED FINDINGS OF FACT

OF THE A. S. BOYLE COMPANY
Comes now the A. S. Boyle Company, plaintiff,

and in accordance with the statement of the Court

on })age 9 of its Memorandmn Decision, filed Sep-

tember 25, 1937, requests the Court to make the fol-

lowing special findings of fact:

1. The Court hereby adopts its Memorandum
Decision or opinion filed September 25, 1937 as its

special findings of fact herein, together with the

hereinafter additional special findings of fact.

2. The Court finds that the plaintiff is a corpo-

ration duly organized and existing under the laws

of the State of Ohio.

3. The Court finds that the defendant, The Pa-

cific Marine Supply Company, is a corporation duly

organized and existing under the laws of the State

of Washington, and has a regular and established

place of business within the WesteiTi District of

Washington, and has committed the acts of in-

fringement hereinafter fomid in the Western Dis-

trict of Washington. [65]

4. Tlie Court finds that the Intervener, Webb
Products Co., Inc., is a corporation duly organized

and existing under and by virtue of the laws of the

State of California. That said Intervener filed its

Petition to Intervene November 13, 1933 and was

made a party hereto by Order of this Court.

5. The Court finds that Letters Patent of the

United States No. 1,838,618, dated December 29,
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1931 to Manfred Ethelwold Griffiths for '* Plastic

Compositions" is good and valid in law as to

claims 5, 8, 13, 16 and 17.

6. The Court finds that the Plaintiff, the A. S.

Boyle Company is the lawful owner of said Letters

Patent No. 1,838,618.

7. The Court finds that the defendant, The Pa-

cific Marine Supply Company, has infringed upon

said claims 5, 8, 13, 16 and 17 of said Letters Pat-

ent No. 1,838,618 by the sale of a plastic composi-

tion known as "Duratite Wood Dough", and the in-

tervener has infringed u])on said claims of said

patent by the manufacture of said plastic composi-

tion known as "Duratite Wood Dough".

8. The Court finds that the ])laintiif has given

notice to the public, including the defendant and in-

tervener herein, that the plastic composition made

and sold by the plaintiff under the Letters Patent

in suit is patented by affixing to the jDackages, in

which the said product of the plaintiff is enclosed, a

label l:)earing thereon the word "Patent", together

with the number "1,838.618" as provided in Sec-

tion 4900 of the Revised Statute of the United

States as amended.

9. That the essential ingredients of Griffiths'

composition of matter are nitrocellulose, volatile

solvent and a cellulose filler. That this composition

is a doughy-plastic mass [_QQ^ which can be handled

like putty and molded or shai)ed as desired, and

after exposure to the air, becomes hard and wood-
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like, and in this condition may be sawn, drilled and

otherwise treated like wood, but with the advantage

that, unlike wood it will not splinter, split or crack.

10. That it is used for industrial purposes such

as repairing defects iri wood products of many
kinds, for filling in irregularities and to cover joints

and holes.

11

.

That it is extensively used by carpenters and

by repairmen, and is used in the home and by the

general public for repairing dented, rotted or worn

devices and can be used in connection with wood,

metal or j^ractically any substance providing a clean

surface.

12. That the Griffiths composition has replaced

other substances in many fields. For example, it is

used in place of wooden plugs to cover nail-and

screw-heads in boat-building. It has replaced putty

in the mending and in the construction of furniture.

13. That in many instances this composition is

miique. For the first time lumber manufacturers

have a material hy which knots and blemishes in

large quantities can be filled, making it possible to

avoid the losses normally due to inferior and re-

jected lumber. For the first time carpenters have a

means of addiug on wood as well as taking it ofP.

For the first time there is a suitable material for

altering and repairing patternmaker's patterns and

core boxes, for repairing carved school desks, for

altering shoe lasts, for filling dents in automobile

fenders and bodies. In each of these cases and in
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many others, the Griffiths' composition did some-

thing Avhich could not ])e done by any previously

known material. [67]

14. That the Griffiths composition has met with

commercial success, over two and one half million

dollars' worth being sold in a period of eleven years

to a public which at first had no conception of its

uses and a healthy scepticism of its practicality.

15. That no comparable material has been in

public use in the United States prior to the intro-

duction of this material to the market under the

Griffiths patent. It was the first real plastic wood

known.

16. That as many as nineteen infringers have

discontinued upon notification.

17. That there was no knowledge or public use

of the invention of the Griffiths patent in the

United States before the introduction by the pat-

entee Griffiths.

18. The alleged prior art does not disclose either

the material here involved or a conception of the

invention or the purposes here accomplished. That

none of the alleged prior art discloses a composition

of matter capable of use, without modification

amounting to complete reorganization, for the pur-

poses for which the Griffiths composition has been

used and that such modifications would not have

been made without the exercise of the inventive

faculty.
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19. That the defendant and many others have

since the filing of the Griffiths application Novem-

ber 17, 1923, placed npon the market imitations of

and siibstitntes for the Griffiths composition of

matter, all of which contain the three essential in-

gredients; nitrocellulose, volatile solvent and cellu-

lose filler.

Respectfully submitted,

Solicitor for the Plaintiff.

Feb. 1st, 1938, at Tacoma, Wash. The foregoing

findings approved and hereby made the findings of

the Court.

EDWARD E. CUSHMAN,
Judge.

[Endorsed] : Lodged Nov. 23, 1937.

[Endorsed] : Filed Feb. 1, 1938. [68]

[Title of District Court and Cause.]

PROPOSED CONCLUSIONS OF LAW OF
TPIE A. S. BOYLE COMPANY

Comes now the A. S. Boyle Company, plaintiff,

and in accordance with the statement of the Court

on pag(^ 9 of its Memorandum Decision, filed Sej)-

tember 25, 1937, requests the Court to make the fol-

lowing special conclusions of law:
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1. The Court hereby adopts its Memorandum
opinion or Decision filed September 25, 1937 as its

special conclusions of law herein, together with the

hereinafter additional special conclusions of law.

2. The Court concludes that United States

Letters Patent No. 1,838,618, dated December 29,

1931 to Manfred Ethelwold Griffiths for *' Plastic

Compositions" as to claims 5, 8, 13, 16 and 17 is

good and valid in law and has been infringed by the

defendant. Pacific Marine Supply Company and the

intervener, Webb Products Co., Inc.

3. The Court concludes that the plaintiff is en-

titled to the profits, gains and advantages which the

defendant, intervener and each derived, received or

made since December 29, 1931 by reason of their in-

fringement of said claims of said Letters Patent,

and in addition to the profits which the defendant

and intervener [69] have each received and made,

])laintiff is entitled to such other damages as plain-

tiff has suffered by reason of said infringement.

4. The Court concludes that plaintiff is entitled

to the usual perpetual injunction directed to said

defendant and intervener and their respective

agents, restraining and enjoining them from in-

fringing said Letters Patent in any way whatsoever.

5. The Court concludes that the j)laintiff is en-

titled to its costs and disbursements in this suit to

be taxed.

Dated at Tacoma, this 1st day of Feb., 1938.
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The foregoing Conclusions of law approved and

made the Conclusions of the Court.

EDWAED E. CUSHMAN
United States District Judge.

Presented by the A. S. Boyle Company, Plaintiff.

G. WRIGHT ARNOLD
GEORGE P. DIKE
CLINTON L. MATHIS

Attorneys for Plaintiff.

[Endorsed] : Lodged Nov. 24, 1937.

[Endorsed] : Filed Feb. 1, 1938. [70]

[Title of District Court and Cause.]

DEFENDANT'S AND INTERVENER'S PRO-
POSED FINDINGS OF FACT AND CON-
CLUSIONS OF LAW.

Now come the defendant and intervener and pro-

pose the following findings of fact and conclusions

of law.

1.

The essential ingredients of the Griffiths composi-

tion are nitrocelhilose, a volatile solvent, and a

finely-divided cellulose filler (Esselen, Rep. Tr.

p. 33). Claims 5 and 17 recite no other ingredients

than these three. The proportions of these in-

gredients are not critical and for this reason these

claims recite no proportions whatsoever, and are to

be interpreted as being broader than Griffiths
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claim 18 which restricts the filler content to between

15% and 30%.

2.

Plastic compositions composed of nitrocellulose, a

volatile solvent, and cellulose filler were old and

well-known long prior to Griffiths' date of inven-

tion. An example of this is to be found in the Pier-

son patent, defendant's Exhibit A7. [71] This is

admitted by the plaintiff's expert Esselen, who tes-

tified. Rep. Tr. p. 302, 11. 9 to 14:

"Q. Well, you do find in the Pierson patent,

don't you, a composition composed of nitro-cel-

lulose in a solution containing a volatile liquid

and a finely-divided cellulose filler?

''A. Yes, * * *."

3.

The Pierson composition is stated to be '^ useful

for statuary and moldings" which compares favor-

ably with the Griffiths purpose stated to be * * for fill-

ing, coating or moulding," (p. 1, 11. 4 and 5). The

percentage of filler in Pierson, as described by him,

may vary from 10% to 64 7r. In Griffiths the pre-

ferred percentage of filler is from 15% to 30% (p. 1,

11. 58. 59). Claims 5 and 17 of the Griffiths patent,

however, being interpreted broader than claim 18,

are not restricted to any particular proportions.

The plaintiff in marketing its products under the

Griffiths patent adopts no particular consistency but

uses consistencies in cans which differ from those in

tubes (Rep. Tr. p. 275, 11. 25 et seq). The plaintiff
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also puts on the market cans of solvent for use with

its products wherein the user may and is expected

to vary the consistency of the product at will (Rep.

Tr. p. 273, line 15 to p. 275, line 2).

4.

Claims 5 and 17 are invalid as failing to define

any novelty over w^hat is admitted to be disclosed

in the Pierson patent. These claims fail in the lan-

guage of Revised Statute 4888 to "particularly

point out and distinctly claim" any distinguishing

feature over Pierson. [72]

5.

Claims 5 and 17 likewise fail to distinguish from

the composition disclosed in the Oblasser patent,

defendant's Exhibit AlO. This is admitted by the

plaintiff's expert Esselen who testified, Rep. Tr.

p. 303, 11. 8 to 17:

"Q. And how about this Oblasser patent?

Do you find in that patent wherein he makes

up a composition, an agglomerate, don't you

find presented there a composition of nitro-cel-

lulose in a solution containing a volatile liquid

and a finely-divided cellulose filler?

"A. Yes, but again with no proportions

given and no suggestions as to the consistency

of the mixture.

"Q. He says that could be used for mould-

ing. That gives you some idea of the consist-

ency, doesn't it?

"A. Yes."
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6.

The plaintiff cannot complain about the lack of

disclosure of definite proportions in the Oblasser or

other patents relied upon by the defendant and in-

tervener (a) because claims 5 and 17 of the Griffiths

patent are not restricted to any definite j)ropor-

tions; (b) because there is nothing critical about

the proportions as is demonstrated by the plaintiff's

compositions in tubes being different from the

plaintiff's compositions in cans and by the sales by

plaintiff of cans of soh^ent for use in its composi-

tions
;
(c) the plaintiff itself has represented to the

trade that its patent covers all proportions of nitro-

cellulose solvent and cellulose filler in the following

language

"any wood base putty containing nitrocellulose

solvent and wood flour or their equivalents is

an infringement of this patent." (See defend-

ant's Exhibit A2.) [73]

7.

Claims 8, 13, and 16 of the Griffiths patent differ

from his claims 5 and 17 in immaterial, non-essen-

tial, and optional details, to w4t, (a) the presence

of a non-drying or castor oil
;
(b) the presence of a

resinous body recited in claims 13 and 16; (c) the

specification that the volatile solvent shall be ace-

tone and not some other volatile solvent such as

alcohol and ether.

8.

The use of oil in a composition of nitrocellulose

is suggested by the Pierson patent wherein it is
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stated ''oil may often be added to advantage."

Plaintiff's expert Esselen testified that the fimction

of the castor oil was (Rep. Tr. p. 34, 11. 18 to 20) :

"Q. What is the effect of the non-drying

oil?

''A. The non-drying oil adds to the tough-

ness of the composition."

Also, on page 292, 11. 17 to 19, he testified:

"Q. What is the effect of castor oil?

''A. It adds flexibility, a permanent flexi-

bility to a compound which is made from nitro-

cellulose."

9.

The addition of castor oil to compositions of

nitrocellulose solvent, and finely-divided cellulose

filler such as are admittedly disclosed in the Pier-

son and Oblasser patents to accomplish the fimction

of reducing brittleness and increasing flexibility or

toughness is not a patentable improvement but

would have occurred to anyone familiar with these

compositions during the years 1915, 1916, and 1917.

This is admitted by the plaintiff's expert Esselen,

Rep. Tr. [74] p. 64, 11. 1 to 14:
'

' Q. Do you believe that it would be obvious

to anyone that was familiar with nitro-cellulose

plastic compositions that if you wished to in-

crease the flexibility and resiliency of the dried

mass and to increase the adhesiveness that all

they would have to do would be to add some

castor oil and ester gum ?

"A. Yes.
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''Q. You believe that was true as of 1918?

"A. Yes.

Q. In fact, during 1915, 1916 and 1917

castor oil was a wxll-knowii ingredient to use

in nitro-cellulose plastic compositions to

ameliorate the brittleness of the composition,

wasn't it?

''A. Yes."

If any further proof was necessary reference may
be had to the Parks patent No. 2675, defendant's

Exhibit A 28, w^ho states, page 3, lines 34 et seq.

**The gun cotton compound if used alone

would how^ever become too hard and brittle to

be usefully employed for many purposes, to

avoid this I knead with it in a mixing machine

castor oil, or it may be other similar oil, such

as cotton seed oil, and this I use in proportions

var3nng according to the degree of toughness

and flexibility I desire to obtain."

The introduction of castor oil as specified in claims 8

to 13, and 16 to accomplish its expected function

cannot impart patentability to these claims. [75]

10.

The addition of the optional ingredient, to wdt., a

resinous body or ester gum as recited in such claims

as 13 and 16 cannot impart patentability to these

claims. The function of the resinous body or ester

gum is stated by plaintiff's expert Esselen to be

(Rep. Tr. p. 34, 11. 22 to 23) :
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"A. The ester giim adds to the property of

adhesiveness, to make it stick."

The Oblasser patent, defendant's Exhibit AlO sug-

gests the use of resins, page 2, line 55. Furthermore,

plaintiff's expert testified, Rep. Tr. p. 64, 11. 15

to 20:

'^Q. And gum, including ester gum, was also

a well-known ingredient in nitro-cellulose com-

positions as a means of increasing the cohesive-

ness and the adhesiveness of the mass, as of

those year (1915, 1916, and 1917). Isn't that

true?

"A. Well, adhesiveness, yes * * ^"

The addition of ester gum to the Pierson and

Oblasser compositions of nitrocellulose, volatile sol-

vent and cellulose filler to increase the adhesiveness

thus was well within the realm of mechanical skill

prior to Griffiths' date of invention in 1919.

11.

The recitation in claim 13 that the volatile solvent

shall be acetone and not alcohol and ether cannot

impart patentability to this claim. This is the mere

substitution of one well-known solvent for another.

The plaintiff's expert Esselen concedes that prior

to 1919 acetone was well recognized as a solvent in

place of alcohol and ether. He testified. Rep. Tr.

p. 64, 11. 21 to 23:

'*Q. Do you know whether acetone was a

well-recognized [76] solvent in place of ether
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and alcohol, as of those years (1915, 1916, and

1917).

''A. As to those years, yes it was."

12.

The conclusion is that clahns 5 and 17 of the

Crriffiths patent are admittedly anticipated by the

Pierson and Oblasser patents. Claims 8, 13, and 16

differ from claims 5 and 17 in o])tional, immaterial

ingredients, the functions of which were well kno^^Ti

in nitrocellulose compositions of this character long

prior to Griffiths' date of invention. These claims

are, therefore, invalid.

13.

The plaintiff by its attorney having withdrawn

Duratite Seam Putty from issue in his opening

statement, page 13, 11. 4 to 9, and having offered no

evidence as to the nature of Duratite Seam Putty,

the Bill of Complaint should be dismissed as against

this composition.

14.

Although plaintiff knew that the defendant. The

Pacific Marine Supply Company, was selling a

product of the intervener, Webb Products Co. Inc.,

and that defendant. The Pacific Marine Supply

Company was not manufacturing any infringing

composition of its own. Rep. Tr. p. 118, 11. 21 to 29,

and although the plaintiff had communicated with

the intervener prior to the institution of this suit,

Rep. Tr. p. 117 and Exhibits A3 and A4, see also

Rep. Tr. p. 228, 11. 6 to 13, the plaintiff elected to
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sue the defendant rather than the intervener, thus

placing the intervener at a great inconvenience to

defend this suit. [77]

15.

The plaintiff has distributed to the trade around

fifty thousand books containing warnings to the ef-

fect that any wood base putty containing nitro-cel-

lulose solvent and wood flour or their equivalents

was an infringement, Rep. Tr. p. 115, 11. 17 and 18.

In addition to this, the plaintiff has distributed re-

prints of these warnings similar to defendants

Exhibit A2, Rep. Tr. p. 115, 11. 19 to 21.

While nineteen concerns have agreed to discon-

tinue manufacturing products alleged to infringe

the plaintiff's patent. Rep. Tr. p. 104, 1. 16 to

p. 105, 1. 7, around a dozen or a dozen and a half

concerns are putting out competing products and

are still putting these out regardless of the plain-

tiff's patent, Tr. p. 120, 11. 2 to 10. This demonstrates

that the plaintiff's patent has been disregarded al-

most as much as it has been respected regardless of

the fact that over fifty thousand warnings have

been distributed among the trade.

16.

The plaintiff's sales rise and fall in direct pro-

portion with the plaintiff's advertising. Rep. Tr.

p. 119, 11. 15 to 29. See also the graph of sales with

respect to advertising in the brief for the defend-

ant and intervener. The plaintiff has advertised in
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such publications as the Saturday Evening Post,

Collier's, Liberty, and American Cookery, Rep. Tr.

p. 119, 11. 6 to 10. The plaintiff's commercial suc-

cess is largely due to its advertising ability and to

its distribution of warnings against patent in-

fringers. [78]

17.

While the plaintiff and the trade have developed

a number of new uses for this composition, none

of which are described in the plaintiff* 's patent,

the Pierson and Oblasser compositions being made

of the same ingi-edients and having the same gen-

eral consistency, must necessarily be susceptible of

the same uses. That the Pierson and Oblasser com-

positions are susceptible of similar use is demon-

strated by defendant's Exhibits A34 to A45, inclu-

sive, and A59. The Pierson and Oblasser compo-

sitions being the same as that of the plaintiff's

patent, particularly as defined by claims 5 and 17

must necessarily have the same characteristics as

the Griffiths composition. The plaintiff in exploit-

ing the Griffiths patent has merely obtained a

patent on a composition described in the Pierson

and Oblasser patents and by skillful advertising

and the adoption of a catchy trade-name, to wit,

"Plastic Wood" succeeded in marketing this com-

position.

18.

Neither the Pierson nor the Oblasser patents

were placed in e\ddence nor made of record in the

Griffiths application while the same was pending
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before the Examiner and the Board of Appeals in

the Patent Office, nor were these patents placed in

evidence before the Supreme Court of the District

of Columbia. Had the Pierson or Oblasser patents

been placed in evidence before the Supreme Court

of the District of Columbia, claims 5, 8, 13, 16 and

17 would not have been logically awarded to Griffiths

for the reason that they fail to patentably differ

from the prior art. [79]

19.

The intervener has not undertaken to market

merely an imitation of the plaintiff's product or

to market a composition as described in the Griffiths

patent, but instead has undertaken to market a

product having a relatively high percentage of inert

filler in addition to wood flour with the result that

the shrinkage that creates shrinkage cracks in

Plastic Wood is materially reduced, Rep. Tr. p. 231,

11. 14 to 27, and the fire hazard present in Plastic

Wood is materially reduced. Rep. Tr. p. 232, 11. 4

to 9.

20.

It is concluded as a matter of law that claims

5 and 17 of the Griffiths patent No. 1,838,618 are

invalid as failing to define any novelty whatsoever

over what is admittedly disclosed in the Pierson

and Oblasser patents. It is also concluded that

claims 8, 13, and 16 are invalid for the reason that

these claims, by reciting the presence of a non-

drying or castor oil, the presence of a resinous body

or ester gum and that the solvent employed shall
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be acetone, differ from the prior art in non-essen-

tial, immaterial, and unpatentable details which are

admittedly well within the realm of mechanical

skill and were obvious to anyone engaged in this

line of endeavor prior to Griffiths' effective date of

invention.

Respectfully submitted,

G. E. STEINER
HAZARD & MILLER
FRED H. DULLER

Counsel for Defendant and Intervener

[Endorsed]: Filed Nov. 1, 1937. [80]

[Title of District Court and Cause.]

ORDER
The Defendant and Intervener's proposed Find-

ings of Fact and Conclusions of Law having been

presented to the Court and having been read to and

considered by the Court, Defendant and Inter-

vener's proposed Findings of Fact numbered 1, 2,

3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 14, 15, 16, 17, 18, and 19

and Defendant and Intervener's proposed Conclu-

sion of law numbered 20 are hereby denied.

As to Defendant and Intervener's proposed Find-

ing of Fact number 18 the Court has separated

said Finding into two paragraphs designated 18a

and 18b, 18a being the first sentence of said Find-

ing 18 and 18b being the second sentence of said

Finding 18. Defendant and Intervener's proposed

Finding of Fact numbered 18b is hereby denied.
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Defendant and Intervener's proposed Findings

of Fact numbered 13 and 18a are hereby allowed.

Dated at Taeoma, Washington, this 1st day of

Feb. 1938.

EDWARD E. CUSHMAN
District Judge.

[Endorsed] : Filed Feb. 1, 1938. [81]

[Title of District Court and Cause.]

EXCEPTIONS OF DEFENDANT AND
INTERVENER

The Court having heretofore, on the 1st day of

February, 1938, entered an Order denying the de-

fendant and intervener's proposed Findings of Fact

numbered 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 14, 15, 16,

17, 18, 18b, 19 and denying defendant and inter-

vener's proposed conclusion of law number 20.

The Defendant and Intervener, by and through

their Counsel of record, hereby except to the en-

trance of said Order and request that their excep-

tions be noted and allowed.

Dated at Taeoma, Washington, this 1st day of

Feb. 1938.

HAZARD & MILLER & G. E. STEINER
Counsel for Defendant and Intervener.

ORDER NOTING EXCEPTIONS AND
ALLOWING SAME

The above exceptions of Defendant and Inter-

vener to the Court's Order disallowing and deny-
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ing the defendant and intervener's proposed Find-

ings of Fact numbered 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11,

12, 14, 15, 16, 17, 18, 18b, and 19 and proposed

Conclusion number 20, are hereby noted and said

exceptions allowed said defendant and intervener.

Dated at Tacoma, Washington, this 1st day of

February, 1938.

EDWARD E. CUSHMAN
District Judge

[Endorsed] : Filed Feb. 1, 1938. [82]

United States District Court, Western District of

Washington, Northern Division

In Equity No. 1035

Letters Patent No. 1,838,618

THE A. S. BOYLE COMPANY,
Plaintiff,

vs.

THE PACIFIC MARINE SUPPLY COMPANY,
Defendant

WEBB PRODUCTS CO., INC.,

Intervener

AMENDED INTERLOCUTORY DECREE

This cause having come on to be heard upon

pleadings and after trial in open court, and having

considered the arguments and briefs of the respec-

tive parties, it is
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Ordered, Adjudged and Decreed:

1. That Letters Patent of the United States No.

1,838,618, dated December 29, 1931, to Manfred

E'thelwold Griffiths, for Plastic Compositions, is

good and valid in law as to claims 5, 8, 13, 16 and 17.

2. That the plaintiff. The A. S. Boyle Company,

is the lawful owner of said Letters Patent No.

1,838,618.

3. That the defendant. The Pacific Marine Sup-

ply Company, has infringed upon said claims 5,

8, 13, 16 and 17 of said Letters Patent No. 1,838,618

by the sale of a Plastic composition known as

"Duratite Wood Dough" and the intervener has

infringed upon said claims of said patent by the

manufacture of said plastic composition known as

^'Duratite Wood Dough". [83]

4. That the plai,ntiff recover of the defendant

and the intervener the profits, gains and advan-

tages which said defendant and intervener have

each derived, received or made since December 29,

1931 b}^ reason of their infringement of claims 5,

8, 13, 16 and 17 of said Letters Patent No. 1,838,618,

and in addition to the profits which the defendant

and intervener have each received or made, such

other damages as the plaintiff has suffered by reason

of said infringement.

5. That the case be referred to a Master to be

hereafter named to ascertain and state and to report

to the Court on account of the said gains, profits

and advantages which the defendant. The Pacific

Marine Supply Compan}^, and the intervener, Webb
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Products Co., Inc., have each received or made from

said infringement, and to ascertain and report the

damages, if any, which the plaintiff has sustained

by reason thereof, in addition to the profits wliich

the defendant. The Pacific Marine Supply Com-

pany, and the intervener, Webb Products Co., Inc.,

have each received or made, or which have accrued

to said defendant and intervener since December

29, 1931, and that said Master shall report the

same to this Court with all convenient speed.

6. That a perpetual injunction issue out of and

under the seal of this Court directed to The Pacific

Marine Supply Company and the Webb Products

Co., Inc., their directors, officers, associates, attor-

neys, clerks, agents, employees and confederates,

and each of them, enjoining and restraining them

and each of them until further ordered by this

Court, from directly or indirectly making or caus-

ing to be made, selling or causing to be sold, or

threatening to make, use or sell, or [84] in any

way using or profiting from the making, using

and/or selling, the said plastic composition known

as "Duratite Wood Dough", made in accordance

with the inventions, improvements and discoveries

of claims 5, 8, 13, 16 and 17 of said Letters Patent

No. 1,838,618, or in any wise infringing said Let-

ters Patent, and from contributing to the infringe-

ment of said Letters Patent by others or conspiring

with others to infringe the said Letters Patent in

anv wav whatsoever.
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7. That the plaintiff recover from the defendant,

The Pacific Marine Supply Company, and the inter-

vener, "Webb Products Co., Inc., its costs of this

suit to be taxed.

Tacoma, Washington

Feb. 1st, 1938.

EDWARD E. CUSHMAN
United States District Judge

Approved as to form:

Attorneys for Defendant

and Intervener

For Plaintiff

[Endorsed] : Lodged Nov. 23, 1937.

[Endorsed] : Filed Feb. 1, 1938. [85]

[Title of District Court and Cause.]

EXCEPTIONS OF DEFENDANT AND
INTERVENER

The Court having heretofore entered an Order

allowing the proposed Findings of Fact of Plaintiff

numbered 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15,

16, 17, 18, and 19 and having further entered an

Order allowing Plaintiff's proposed Conclusions of

Law numbered 1, 2, 3, 4, and 5 and the Court fur-

ther having entered the Amended Interlocutory

Decree including paragraphs 1, 2, 3, 4, 5, 6, and 7,
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Defendant and Intervener, by and through their

counsel of record, hereby except to the allowance

of each of said Findings of Fact and each of said

Conclusions of Law and each of said paragraphs of

said Interlocutory Decree and request that their

exceptions be noted and allowed.

Dated at Tacoma, Washington, this 1st day of

Feb. 1938.

HAZARD & MILLER and 0. E. STEINER
Counsel for Defendant and Intervener.

ORDER NOTING EXCEPTIONS AND
ALLOWING SAME

The above exceptions of the Defendant and In-

tervener to the Order of the Court allowing Plain-

tiff's Findings of Fact and Conclusions of Law and

plaintiff's proposed Interlocutory Decree are hereby

noted and said exceptions are allowed said defend-

ant and intervener.

Dated at Tacoma, Wash., this 1st day of Feb.

1938.

EDWARD E. CUSHMAN.
District Judge

[Endorsed] : Filed Feb. 1, 1938. [86]
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[Title of District Court and Cause.]

PETITION FOR APPEAL
To the Honorable Judge of Said Court:

The above-named defendant, The Pacific Marine

Supply Company and the intervener, Webb Prod-

ucts Co. Inc., feeling aggrieved by the Interlocutory

Decree entered in the above-entitled cause on the

first day of February 1938, petition that they maj"

be permitted to take an appeal from said Interlocu-

tory Decree to the United States Circuit Court of

Appeals for the Ninth Circuit for the reasons speci-

fied in the Assignment of Errors filed herewith, and

prays that its appeal be allowed and that a Cita-

tion be issued as provided by law, and that a tran-

script of the record, proceedings, and documents

upon which said decree was based duly authenticated

be sent to the United States Circuit Court of Ap-

peals for the Ninth Circuit under the rules of such

Court in such case made and provided.

And your Petitioners further pray that an Order

be made fixing the amoimt of security for costs and

for staying [87] the issuance of the Writ of Injunc-

tion and for staying the accoimting which said

defendant and intervener shall give and furnish

upon such appeal, pending the final determination

thereof.

Dated : This 4th day of February, 1938.

FRED H. MILLER
G. E. STEINER

Attorneys for Defendant and

Intervener

[Endorsed] : Filed Feb. 7, 1938. [88]
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[Title of District Court and Cause.]

ASSIGNMENT OF ERRORS
Now come the Pacific Marine Supply Company

defendant, and Webb Products Co., Inc. intervener,

appellants in the above-entitled cause, and file the

following assignment of errors upon which they

will rely in the prosecution of the appeal herewith

petitioned for in said cause from the Interculotory

Decree entered the first day of February 1938.

1.

The Court erred in finding that Letters Patent

No. 1,838,618 issued December 29, 1931, to Manfred

E. Griffiths for Plastic Composition were good and

valid in law, and that claims 5, 8, 13, 16, and 17

had been infringed by the defendant and intervener.

2.

The Court erred in granting an injunction per-

petually enjoining the defendant The Pacific Ma-

rine Supply Company and the intervener Webb
Products Co. Inc. from directly or indirectly mak-

ing, or causing to be made, selling or causing to be

sold, or threatening to make, use, or sell, or in any

way using or profiting from the making, using,

and/or selling [89] "Duratite AVood Dough," al-

leged to be made in accordance with the inventions,

improvements, and discoveries of claims 5, 8, 13, 16,

and 17 of said Letters Patent No. 1,838,618, or in

any wise infringing said Letters Patent and from

contributing to the infringement of said Letters
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Patent by others, or conspiring with others to in-

fringe said Letters Patent in any way whatsoever.

3.

The Court erred in decreeing that the defendant

and intervener account to the plaintiff for any

gains, profits, and/or advantages which the defend-

ant and/or intervener have received or made.

4.

The Court erred in ordering that defendant and

intervener's proposed findings of fact numbered 1,

2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 14, 15, 16, 17; that

portion of proposed finding of fact designated at

18b by the Order dated February 1, 1938; 19, and

defendant and intervener's proposed conchision of

law numbered 20, be denied.

5.

The Court erred in allowing and adopting plain-

tiff's proposed findings of fact nmnbered 1, 2, 3, 4,

5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 17, 18, and 19.

6.

The Court erred in allowing and adopting plain-

tiff's proposed conclusions of law munbered 1, 2, 3,

4, and 5.

7.

The Court erred in failing to hold that claim 5

of Griffiths patent No. 1,838,618 is invalid in view

of the disclosure in United States Letters Patent

to Pierson No. 65,267, issued May 28, 1867. [90]
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8.

The Court erred in failing to hold claim 5 of

Griffiths })atent No. 1,838,618 invalid in view of the

disclosure of the British patent to Oblasser et al.

No. 19,242 of 1892.

9.

The Court erred in failing to hold claim 5 of

Griffiths patent No. 1,838,618 invalid in view of the

state of the art as evidenced by the following:

United States Patents

Merrick 1,203,229

Black 1,294,355

Eckstein 458,157

Deitz and Wayne 133,969

Ellis 999,490

Grawl 1,652,353

Arnold 1,195,431

Lindsay 1,493,207

Hyatt and Blake 89,582

Reagles 311,203

Jarvis 329,313

Dunwoody and Wills 1,187,890

Ritschke 1,497,028

and the British patents to

:

Mennens 2,775 Nov. 13, 1860

Bulling 169,177 Dec. 18, 1922

De Pont et al 24,790 Nov. 5, 1896

Thompson 27,534 Nov. 23, 1897

Parks 2,675 Oct. 28, 1925
(< 1.614 May 16, 1868

[91]
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10.

The Court erred in failing to hold that claim 8

of Oriffiths patent No. 1,838,618 is invalid in view

of the disclosure in United States Letters Patent

to Pierson No. 65,267 issued May 28, 1867.

11.

The Court erred in failing to hold claim 8 of

Griffiths patent No. 1,838,618 invalid in view of

the disclosure of the British patent to Oblasser

et al. No. 19,242, of 1892.

12.

The Court erred in failing to hold claim 8 of

Griffiths patent No. 1,838,618 invalid in view of the

state of the art, particularly^ those patents as listed

in the foregoing assigiunent niunbered 9.

13.

The Court erred in failing to hold claim 13 in-

valid for lack of invention over the disclosures in

the United States Letters Patent to Pierson No.

65,267 and the British patent to Oblasser et al. No.

19,242 of 1892, particularly in view of the fact that

acetone was a well recognized solvent for nitrocellu-

lose prior to the date of Griffiths' invention and

that the effects of castor oil and resinous bodies or

gums in nitrocellulose plastic compositions were

well known and well recognized prior to the effec-

tive date of Griffiths ' invention.

14.

The Court erred in failing to hold that claim 13
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of the Griffiths i)ateiit No. 1,838,618 is invalid as

lacking invention over the disclosures of the prior

art, i)articnlarly those patents as listed in fore-

going assignment numbered 9. [92]

15.

The Court erred in failing to hold claim 16 in-

valid for lack of invention over the disclosures in

the United States Letters Patent to Pierson Xo.

65,267 and the British patent to Oblasser et al. Xo.

19,242 of 1892, particularly in view of the fact that

acetone was a well recognized solvent for nitro-

cellulose prior to the date of Griffiths ' invention and

that the effects of castor oil and resinous bodies or

gums in nitrocellulose plastic compositions were

well known and well recognized prior to the effec-

tive date of Griffiths' invention.

16.

The Coui't erred in failing to hold that claim 16

of the Griffiths patent Xo. 1,838,618 is invalid as

lacking invention over the disclosures of the prior

art, particularly those patents as listed in foregoing

assignment numbered 9.

17.

The Court erred in failing to hold that claim 17

of Griffiths patent Xo. 1,838,618 is invalid in view

of the disclosure in United States Letters Patent to

Pierson Xo. 65,267, issued May 28, 1867.
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18.

The Court erred in failing to hold claim 17 of

Griffiths patent No. 1,838,618 invalid in view of

the disclosure of the British patent to Oblasser et al.

No. 19,242 of 1892.

19.

The Court erred in failing to hold claim 17 of

Griffiths patent No. 1,838,618 invalid in view of the

state of the art, particularly those patents as listed

in the foregoing assignment numbered 9. [93]

20.

The Court erred in failing to hold that claims 5,

8, 13, 16, and 17 of Griffiths patent No. 1,838,618

are invalid as being vague and indefinite.

21.

The Court erred in failing to hold claims 5, 8, 13,

16, and 17 of Griffiths patent No. 1,838,618 are in-

valid as being broader than the invention.

22.

The Court erred in failing to hold claims 5, 8, 13,

16, and 17 of Griffiths patent No. 1,838,618 are in-

valid for the reason that there is no foundation in

the specification or any definition therein as to what

constitutes a doughy, putty-like plastic composition.

23.

The Court erred in failing to hold that claims 5,

8, 13, 16, and 17 of the Griffiths patent No. 1,838,618

were invalid as being vague and indefinite as to
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when a composition hardens into substantially the

rigidity and solidity of wood and in failing to find

that the defendant's and intervener's compositions

did not harden into substantially the rigidity and

solidity of gypsum.

24.

The Court erred in failing to hold that as the

closest prior patents, such as the United States

patent to Pierson No. 65,267 and the British patent

to Oblasser et al. No. 19,242 of 1892 were not cited

by the Patent Office nor considered by the Supreme

Court of the District of Columbia that the presump-

tion of validity is materially weakened, if not

entirely destroyed.

25.

The Court erred in failing to hold that claims 5,

8, 13, 16, and 17 of Griffiths patent No. 1,838,618

were invalid [94] over the disclosure in the prior

publication "Engineering", defendant's Exhibit A9.

26.

The Court erred in admitting the deposition of

Leslie Soule in evidence.

27.

The Court erred in admitting the depositions of

Manfred Ethelwold Griffiths and Ernest Caizley

Murray, and refusing to strike these depositions

from the record on the ground that public use of

an invention in a foreign comitry more than two

years before filing an application for a patent in
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this country operates as an abandonment of the

invention.

28.

The Court erred in admitting the Griffiths and

Murray depositions and in refusing to strike them

on the gi'ound that prior invention in a foreign

country but not in this country and not coupled

with an introduction of the invention in this coun-

try cannot be used to overcome the date of the an-

ticipating reference "Engineering".

29.

The Court erred in failing to hold, had the Ex-

aminer in the Patent Office cited the Engineering

reference, defendant's Exhibit A9, that Griffiths'

claims would have been forced to be refused under

Patent Office Rule 75.

30.

The Court erred in holding that the defense of

prior knowledge and prior public use in the United

States of the invention covered by the patent has

not been established.

31.

The Court erred in failing to hold that the

pleaded disclosures do describe the composition as

defined by claims 5, 8, 13, 16, and 17 of Griffiths

patent No. 1,838,618, in such [95] full, clear terms

as to enable a person reasonably skilled in the art

of plastics to prepare the composition as defined by

these claims.
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32.

The Court erred in giving any weight to the de-

cision of the District Court for the District of

Massachusetts in The A. S. Boyle Company vs.

Harris-Thomas, 18 Fed. Supp. 177, v^^lien that case

was tried after the prior case was tried and the

decision rendered after the present case was sub-

mitted, and it does not appear that the Court there-

in considered pertinent prior patents such as Pier-

son patent No. 65,267, defendant's Exhibit A7, and

the British patent to Oblasser No. 19242 of 1892,

defendant's Exhibit AlO.

33.

The Court erred in awarding any accounting when

it appears that by applying a proper standard of

comparison that the profits and/or damages to which

the plaintiff would be legally settled would neces-

sarily be negligible.

34.

The Court erred in holding that claims 5, 8, 13,

16 and 17 of Griffiths patent No. 1,838,618 have been

infringed by either the defendant or intervener.

35.

The Court erred in failing to promptly dismiss

the Bill of Complaint as soon as it was ascertained

that this suit had been brought against one of the

intei-vener's distributors whose volume of business

in Duratite Wood Dough was very small, and that

it was brought for the purpose of inconveniencing
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the intervener after the plaintiff had knowledge of

the intervener and its activities and had been vir-

tually invited to assert its claims directly against

the intervener. [96]

36.

The Court ei-red in failing to apply the doctrine

that a mere change in degree from the disclosures

of the prior art is not a patentable invention.

G. E. STEINER
FEED H. MILLER

Attorneys for Defendant and Intervener

[Endorsed] : Filed Feb. 7, 1938. [97]

[Title of District Court and Cause.]

ORDER ALLOWING APPEAL
WITH SUPERSEDEAS

Considering the Petition for Appeal in the above

entitled cause, this day presented

It is ordered that an appeal be allowed to The

Pacific Marine Supply Company, defendant herein,

and Webb Products Co., Inc., intervener herein,

from the Interlocutory Decree rendered against the

defendant and intervener in the above entitled and

numbered cause upon giving bond as required by

law for the sum of Two Hundred Fifty Dollars

($250.00) ; that said appeal shall be returnable to

the United States Circuit Court of Appeals for the

Ninth Circuit.
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It is further ordered that all execution and other

process upon the judgment for costs shall be stayed

until the final determination of said appeal upon

execution and filing of bond in the sum of One Thou-

sand Five Hmidred and no/100 Dollars ($1500.00).

It is further ordered that all execution and other

process upon the Writ of Injunction and proceed-

ings upon the accounting, in accordance with said

Decree, shall be stayed [98] until the final deter-

mination of the appeal upon the defendant and in-

tervener executing and filing a bond in the sum of

Fifteen Thousand and no/100 Dollars ($15,000.00).

It is further ordered that a certified transcript of

the i-ecord, testimony, exhibits, stipulations, and all

proceedings be forthwith transmitted to and filed

in the United States Circuit Court of Appeals

for the Ninth Circuit according to law as prayed

for.

It is further ordered that the above mentioned

bonds to supersede said judgTuent for costs and said

Injunction and said proceedings upon accoimting

shall be furnished on or before March 1, 1938.

It is further ordered that the bonds above or-

dered may be included in one or more bonds, pro-

viding it is indicated in the bond the purpose for

which said bond is furnished.

Dated this 7th day of February, 1938.

EDWARD E. CUSH]VIA]Sr

U. S. District Judge

[Endorsed] : Filed Feb. 7, 1938. [99]
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[Title of District Court and Cause.]

BOND ON APPEAL SUPERSEDING
INJUNCTION

Know All Men by These Presents:

That the Webb Products Company, Inc., a cor-

poration as principal, and the United States Fidelity

and Guaranty Company, a corporation, as surety,

are held and firmly bound unto The A. S. Boyle

Company, a corporation, in the penal sum of Six-

teen Thousand Seven Hundred Fifty Dollars ($16,-

750.00) to be paid to the said The A. S. Boyle Com-

pany, its successors or assigns, for which payment

well and truly to be made, the said Webb Products

Company, Inc., and the said United States Fidelity

and Guaranty Company bind themselves, their suc-

cessors, and assigns jointly and severally, firmly

by these presents.

The condition of the foregoing bond is such that

Whereas, the above named Webb Products Com-

pany, Inc., Intervener, and The Pacific Marine Sup-

ply Company, have taken an appeal to the United

States Circuit Court of Appeals for the Ninth Cir-

cuit to reverse the Interlocutory Decree awarding

an injunction and an accounting entered in the

above entitled suit in the District Court for the

United States for the Western District of Wash-

ington, Northern Division, on the first day of Feb-

ruary, 1938; and

Whereas, said District Court has made an order

allowing an [100] appeal to be taken by said Webb
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Products Company, Inc. and The Pacific Marine

Supply Company to the United States Circuit Court

of Appeals from said decree and has fixed the

amount of security to be given in order to obtain

a supersedeas, stay of execution for costs in the

District Court, costs in the Circuit Court of Ap-

peals and stay of proceeding in the District Court

pending appeal in the sum of Sixteen Thousand

Seven Hundred Fifty Dollars ($16,750.00).

Now, therefore, the condition of the above obliga-

tion is such that if the Webb Products Company,

Inc., Intervener, and The Pacific Marine Supply

Company, defendant, shall prosecute the said appeal

to eifect and shall pay to The A. S. Boyle Com-

pany (1) all damages and profits which may result

from their manufacture and sale of Wood Dough,

the manufacture and sale of which are by said

decree enjoined, (2) all costs awarded The A. S.

Boyle Company in said District Court, and (3) all

costs awarded The A. S. Boyle Company in said

Circuit Court of Appeals, if they shall fail to make

good their plea, then this obligation shall be void,

otherwise the same shall be and remain in full force

and effect to the extent of Two Hundred Fifty Dol-

lars ($250.00) for all costs incurred in said appeal;

Fifteen Hmidred Dollars ($1500.00) for all costs

incurred in the above-mentioned District Court in

said action, and Fifteen Thousand Dollars ($15,-

000.00) for all damages and profits found in favor
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of The A. S. Boyle Company upon the accounting,

in accordance with said Interlocutory Decree.

[Seal] WEBB PRODUCTS COMPANY,
INC.

By G. E. STEINER
Its Attorney

[Seal] UNITED STATES FIDELITY AND
GUARANTY COMPANY

By GEORGE C. McCALLISTER
Attorney-in-Fact

I hereby approve the foregoing bond this 1st day

of March, 1938.

EDWARD E. CUSHMAN
United States District Judge

3/1/38 Approved.

CLINTON L. MATHIS
One of Attys. for PI.

[Endorsed] : Filed Mar. 1, 1938. [101]

STATEMENT OF TESTIMONY IN NARRA-
TIVE FORM UNDER EQUITY RULE 75

The following are excerpts from the opening state-

ment of the plaintiff's attorney Mr. Dike.

The patent was issued on its face to The A. S^.

Boyle Company and therefore no proof of title is

necessary.

The subject matter of the patent is a plastic com-

position, really a wood base putty.
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The essential ingredients of this material are:

A nitrocellulose material, cellulose nitrate, for in-

stance nitrated cotton, the nature of which will be

explained more fully. This material is for instance

the base of lacquer and vai'nish. It is somewhat the

same as gun cotton, although it has not been nitrated

as much, so material will dissolve in a suitable

solvent, for instance alcohol, acetone, or mixture of

those materials.

Another ingredient and an important or essential

ingi'edient, is a solvent which makes the solution;

and that solvent must be a volatile solvent which

will evaporate reasonably quickly leaving the nitro-

cellulose to harden.

And the thiid ingredient is a filler. Primarily,

the filler is wood flour,—that is to say wood which

has been ground to the fineness of flour, so that

when this material has hardened the solvent dis-

appears, the nitrocellulose and the wood flour prac-

tically form a wood or wood-like material. That

mateiial was an entirely new thing at the time when

Griffiths made his invention, as you will see from

the prior art which will undoubtedly be submitted

by the other side.

The Court: Is nitrocellulose supposed to furnish

the fiber or bind it together?

Mr. Dike: No. The nitrocellulose is what sticks

the [102] mass together.

The Court: The binding?

Mr. Dike : Yes, it is the binding. The wood flour

furnishes the bodv of the material, the structure
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you might say. The reason is that you practically

have a piece of grainless wood.

Just for the purpose of illustration, the material

also contains certain less essential ingredients, for

instance: gums and oils, or resins and oils which

are added to make it tougher and stronger.

And it has a further few important charac-

teristics: It is very adhesive. It will stick very

tenaciously, not only to another piece of wood, piece

of natural wood, but it will also adhere very tena-

ciously to steel or glass. That is a property, you

see, of the nitrocellulose solution wliich is exceed-

ingly sticky. You may possibly be familiar with

some cements that have come on the market in re-

cent years. The DuPont Company make one, and

these are usually a solution of nitrocellulose in a

solvent, and they are used in place of liquid glue.

Now, this material can also be painted and var-

nished. It has been manufactured in very large

quantities by the plaintiff in this case. The A. S.

Boyle Company, and is sold by that company under

the trade name of Plastic Wood. It is barely pos-

sible your honor may be familiar wdth Plastic

Wood. It has been used in a great many places

around the home and under various conditions.

The first use for Plastic Wood which I think

occurs to most people, is to fill up holes so you can

put a screw in and it will hold tightly.

Another very common use is to fill up a dent or

a scratch in a piece of furniture that has been in-

jured or [103] bruised.
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The Court: It is the bread-board in our house.

Mr. Dike: Then I don't need to say nuich about

it. Plastic Wood has gone into the households of

the country.

The claims which are in suit are claims 5, 6, 8,

11, 13, 15, 16, 17, and 18. (After reading claim 5.)

Now, the "cellulose filler" there is a broad term

for wood flour and it does not refer to nitrocellulose

which is cotton which has been nitrated.

We were allowed certain interrogatories of the

defendant as to the composition of the defendant's

material and the defendant answered them. He
gave solvent 41% by weight, nitrocellulose 10.5%

by weight, inorganic 31.3% by weight. That is a

general analysis of the Duratite Wood Dough.

I spoke about the second material which is the

Duratite Seam Putty, both colored and w^hite. We
have decided not to [101] press the charge of in-

fringement in regard to that and will proceed solely

on the Wood Dough which is the subject matter of

the answer to interrogatory 7. That will simplify

the case very much.

Following the opening statement made by the

attorney representing the defendant and intervener,

in ^vhich attention was directed to the Pierson and

Oblasser patents and the fact that these patents

had not been cited or considered by any tribunal

ha\dng jurisdiction of whether or not the patent

in suit should be granted containing the claims in

issue, the plaintiff offered in evidence a co])y of

Griffiths patent No. 1,838,618 issued December 29,
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1931, as plaintiff's Exhibit 1. (A copy of this pat-

ent is included in the Bk. of Ex., page 1.)

Mr. Miller: I will stipulate that the plaintiff is

a corporation for the purpose of this suit.

GUSTAVUS J. ESSELEN,

a witness called on behalf of plaintiff, testified as

follows:

I am 48 years of age and live in Sw^amscott,

Massachusetts. I am a consulting chemist in Bos-

ton. I have specialized since 1914 on the chemistry

of cellulose and its derivatives. I specialized in

chemistry at Harvard College as an undergraduate

receiving my Batchelor's Degree in Chemistry; then

spent three years in graduate work and receiving

my Master's Degree and Doctor's Degree in Chem-

istry from Harvard. For the next two years I was

in one of the research laboratories of the General

Electric Company and followed that work for seven

years. The biggest part of the time in manufac-

turing cellulose acetate and materials made from

cellulose acetate and part of the time in research

and development work along similar lines. Since

1921, I have been a consulting chemist and for a

number of years have [105] had my own consulting

research organization and laboratories in Boston.

I have read the Griffiths patent in suit.

I have here various samples, one of which is

celluloid scrape. Celluloid is a material made out

of nitrocellulose and camphor. There are other

forms of material which physically resemble cellu-
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loid, such as motion picture film, and are sometimes

called "celluloid" which contain other substances

than the camphor; but essentially celluloid is a

composition of nitrocellulose and camphor. Now,

nitrocellulose is made by treating celluloid chem-

ically. "Cellulose" is the chemical term for a sub-

stance which occurs naturally of which cotton is

the finest example. Cotton is the purest form of

cellulose which occurs in nature. The structural

framework of the tree is also cellulose. In other

words, we have collulose in the form of wood pulp

which is merely the cellulose of the tree freed from

the other constituents so that the two commercial

forms of pure cellulose are pure fiber wood pulp

and purified cotton lint or cotton in any form. But

if you treat the cotton or the purified wood pulp

with a mixture of nitric sulphuric acids you get

what is known as nitrocellulose. There are three

forms of nitrocellulose. The nitrocellulose which

contains the highest percentage of combined nitric

acid is the explosive gim cotton or smokeless pow-

der. With that we are not concerned.

There are two other kinds of nitrocellulose, one

of which is used in the manufacture of celluloid of

which I have a bottle here. This has the lowest

amount of combined nitric acid and is used in the

manufacture of nitrocellulose plastics. And the

second variety which is intermediately between the

plastic group and the explosive group, is used in

making the nitrocellulose lacquers which have come
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into [106] such wide use in the past ten years. Cellu-

loid is the result where nitrocellulose combines with

camphor. And then there is the raw nitrocellulose

itself which has not been combined with camphor.

The next sainple that I have here is commercial

Ester Gum. It is made by treating ordinary rosin

with sunple chemicals converting it into a simple

form of synthetic resin.

The next sample is Industrial Spirit which is

more or less the British name for denatured alcohol.

The next sample is Benzol. It is a volatile liquid

of very nearly the same boiling point as denatured

alcohol which is derived from the distillation of coal

oil. I refer to the boiling point merely to bring out

the point that both are volatile liquids to which ref-

erence is made in the patent.

There is a third volatile liquid mentioned which is

Acetone and also later a Methyl Acetone. Methyl

acetone is simply a less purer form of acetone. These

are chemical substances which originally were de-

rived from distillation of wood and now frequently

made synthetically. They are even more volatile

than alcohol or benzol and they constitute a very

good solvent for the nitrocellulose.

Then reference is made to castor oil which is a

common material of which this is a fair sample.

The samples referred to by the witness were then

offered and admitted in evidence as plaintiff's

Exhibit 28, Celluloid Scrap; plaintiff's Exhibit 29,

Ester Gum; plaintiff's Exhibit 30, Castor Oil; plain-
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tiff's Exhibit 31, Industrial Spirit; plaintiff's Ex-

hibit 32, Benzol; plaintiff's Exhibit 33, Acetone;

Plaintiff's Exhibit 34, Methyl Acetone; plaintiff's

Exhibit 35, Wood Flour. (These are transmitted as

physical exhibits.) [107]

(The witness then read lines 12 to 22, inclusive,

of the patent in suit to describe how the material

is made.) When that is made you have a thick vis-

cous solution, syrupy, perhaps, or thicker than that.

To the viscous solution there is added finely ground

wood flour as a filling material in the proportion

of 28 parts of filler by weight, to 77 parts by weight,

of solution.

This operation is usually carried on in a standard

t}T3e of kneading or mixing machine much like the

machine used for making bread dough in a large

bread factory. When that is finished the product

looks like the contents of this can of plastic wood.

I have here some pieces of material which I have

made from plastic wood. I have observed the

manufacture of plastic wood. "Plastic Wood" is the

trade-name of the product put out by The A. S.

Boyle Company. Plastic Wood has an analysis

approximately the same as in the example of the

Griffiths patent that I read here a few minutes ago.

It may be exactly. I haven't compared it recently,

figure by figure, but the ingredients are the same

and they are in approximately the proportions given

here.
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The material in this can of Plastic Wood is of the

general consistency of dough or putty and after it

has dried it has the general properties of wood with

the exception that it has no grain. These are two

samples which are made from Plastic Wood illus-

trating the properties of the material after it has

been dried. There are also two samples showing that

the material is essentially similar to wood except

that it has no grain. It is possible, for example, to

drive nails into it, to put screws in it. There is a

piece of Plastic Wood into which I have driven

nails and put in a screw. (One of the samples re-

ferred to by the witness was offered in evidence as

a splint made from Plastic Wood and marked plain-

tiff's Exhibit 37. [108] This exhibit is forwarded as

a physical exhibit.) I have produced two more

splints. The thinner one is made of Plastic Wood
of the standard light color. One surface has been

planed and there are two holes, one near each end

which has been drilled in the material. The piece

itself has been sawed and sandpapered and in that

respect has been worked exactly as wood. It was

made under my supervision. (This exhibit was of-

fered and received in evidence as plaintiff's Ex-

hibit 38, forwarded as a physical exhibit.)

I have here a somewhat thinner piece of light

mahogany color which was made from a variety of

Plastic Wood made specially to produce this par-

ticular color. This has also been sawed, one surface

was planed, and two holes have been drilled in tliis
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piece. It was made under my supervision. (This

piece was offered and admitted in evidence as plain-

tiff's Exhibit 39 and forwarded as a physical ex-

hibit.)

I have another sample of Plastic Wood into

which two nails have been driven and one screw has

been screwed. (This exhibit was offered in evidence

as plaintiff's Exhibit 40. It is forwarded as a physi-

cal exhibit.)

I have another piece of Plastic Wood made

imder my supervision which has been turned in a

lathe. It was made from standard Plastic Wood.

(This exhibit was offered and received in evidence

as plaintiff's Exhibit 41. It is forwarded as a physi-

cal exhibit.) This upper small piece is a block of

Plastic Wood which is screwed to a piece of pine by

means of two screws. The screw \^4th the ring in it

only goes through about three-quarters of the way.

Occasionally, I have some visitors in my laboratory,

and a few weeks ago I had this fastened up over a

door with a bar through here and we had a gentle-

man who weighed about two hundred chin himself

on that bar sim])ly to show the strength with which

this screw [109] with the ring in it is held in the

Plastic Wood. (This exhibit was offered and re-

ceived in evidence as plaintiff's Exhibit 42. It is

forwarded as a physical exhibit.)

This piece of wood with cracks in it or a saw cut

in it was filled by me during my testimony. (This

exhibit was offered and received in evidence as
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plaintiff's Exhibit 43. It is forwarded as a physical

exhibit.)

The condition of the material made imder the

Griffiths patent before it hardened in general is of

the consistency of ordinary putty. After it hardens

it has the general properties and characteristics of

wood except that it has no grain.

Q. What do you consider to be the essential in-

gredients of the formula described in the Griffiths

patent %

A. The essential ingredients are nitro-cellulose

and a volatile solvent and a finely divided cellulose

or wood flour filler.

Q. What are the effects or the influence of the

non-drying oil? What is the purpose of that or the

effect of that?

A. Well, if the non-drying oil were not used, the

material would dry and harden to a very brittle

composition lacking in toughness.

Q. Have you ever seen any material made with

the three essential ingredients and without the other

two?

A. Yes, I think I have.

Q, Perhaps I can refresh your memory. Did you

see any in connection with the trial in the Supreme

Court of the District of Columbia, in Washington?

A. Yes, I remember in connection with that I

made some.

The Court: Are you prepared to tell me w^hat the

object is of a number of solvents of the same com-

position? [110]
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A. Yes. Acetone is the real solvent, but acetone,

particularly up to very recently, has been quite ex-

pensive. Denatured alcohol and benzol are cheaper,

and they are simply put in there to dilute the ace-

tone. It is largely a matter of economics, to bring

the cost down. Now, these materials have to be

chosen with certain properties, or they might throw

the nitro-cellulose out of the solution. But denatured

alcohol and benzol have the x)roperty of being

miscible to a certain extent with acetone and still

retain the acetone or celluloid scrap in the solution.

They are simply used to bring the cost down.

Q. What is the effect of the non-drying oil?

A. The non-drying oil adds to the toughness of

the composition.

Q. And the ester gum ?

A. The ester gum adds to the property of ad-

hesiveness, to make it stick.

Q. Is nitro-cellulose itself adhesive?

A. To certain surfaces, and to a limited extent.

Mr. Dike : Now I will offer in evidence the answer

to interrogatory No. 7. I will read the answer,—or

read the interrogatory first.

The Court : Admitted.

Mr. Dike: "Does the followmg analysis state cor-

rectly the ingredients and percentages of the com-

position of material used or sold by defendant mider

the name of Duratite Wood Dough since December,

1931 and prior to the filing of the bill of complaint

herein? If not correct, state the correct analysis,''
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and below follows the analysis w^hich was proposed.

The answer to the interrogatory was: "The answer

to interrogatory 7 is No." That is that the analysis

proposed by the interrogatory was not correct. [Ill]

*'The correct analysis of Duratite Wood Dough is

as follows: Solvent, 41% by weight; nitro-cellulose,

10.5% by weight; giuns and oils, 5.7% by weight;

fillfer, 11.5% by weight; inorganic materials, 31.3%

by weight."

Q. Have you made an examination of the ma-

terials taken from cans labeled ''Duratite Wood
Dough?"

A. I have.

Q. What were the solvents?

A. The solvents were composed of acetone, ethyl

alcohol and wood alcohol.

Q. What was the filler?

A. There were two types of filler ; one was wood

flour, similar to the sample offered in evidence, and

one was a mineral filler which was identified as

gypsum.

Q. Did 3"ou make any attempt to identify the oils

and gums?

A. The oil present was castor oil.

By Mr. Dike

:

Q. Will you please tell us what learned societies

you belong to?

A. I am a director of the American Chemical

Society; a director of the American Institute of

Chemical Engineers; a member and fellow of the
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American Association for the Advancement of

Science; also a fellow of the American Institute of

Chemists, and member of the Association of Con-

sulting Chemists and the Chemical Engineers, and

a member of the Society of Chemical Industry of

Great Britain.

Q. Have you any correction to make in your

testimony as to the ingredients of Plastic Wood?
A. Yes. The last thing on Tuesday of last week,

in answer to a question in regard to the ingredients

of Plastic Wood, I stated that there were the same

ingredients as [112] given here in the patent. That

was true during the tirst years that Plastic Wood
was made in this country. In the last few years a

slight change has been made in the ingredients.

Mr. ^Miller : May I interrupt % I would like to have

a better foundation as to whether this is wholly

within this man's o\ati knowledge.

Mr. Dike: He said he had seen Plastic Wood
made.

The Court : You can testify, you miderstand, only

from your own experiments and observation.

A. Your Honor, I have seen Plastic Wood made

in these two different ways. I know what this is. In

fact, I recommended that the change be made.

As I was saying, in the early years the Plastic

Wood was made with the materials stated in the

patent. Benzol—there was some thought that it was

a poison—that the vapors of this might be harmful

to the users. Therefore, we changed to toluol. That
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is a very minor change, because ordinary com-

mercial benzol, as ordinarily purchased, contains an

appreciable quantity of toluol; and toluol is simply

the next adjacent member of the chemical series of

which benzol is the first member. Toluol is the next.

And, as I say, commercial benzol usually contains

an appreciable quantity of toluol. And the other day

I had forgotten that they now use toluol exchisively

instead of the benzol.

Q. What is the present formula for Plastic

Wood?
A. On a percentage basis, the present formula

for Plastic Wood is as follows

:

Celluloid scrap 12.3%

Ester gum 6.2%

3.5% of castor oil. The next item is 10.4% de-

natured alcohol, and the next is 22.7% of toluol, and

of acetone I think that is also 22—acetone is—I am
sorry, in [113] this list I have here I haven't got

acetone. Acetone is about 22%

.

Wood filler 22.9%.

The exact figure for acetone I will have to get

later because, through an error, it is not in the

formula which I have.

Q. Now in your testimony last week you said that

you found acetone, ethyl alcohol and wood alcohol

in the defendant's Duratite Wood Putty. Will you

state whether or not these are volatile liquids?

A. These are volatile liquids.
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Q. Now in the patent of Griffiths a ketonic liquid

is used. Will you state what you mean by a "ketonic

liquid?"

A. A ketonic liquid is a liquid which contains an

appreciable proportion of ketones. Ketones are a

general class of organic compounds, just as alcohols

are a class and esters are a class. Acetone is the

simplest and most common member of the class of

ketones. There are other higher ketones, but acetone

is the simplest and most common member of that

class of materials.

Q. Now you said that you identified the fillers

you found in Duratite Wood Dough as wood flour

and gypsum. What is the relative bulk of these two

substances ?

A. I would like to illustrate my answer, because

that shows it better than mere figures. If I may have

the exhibit of wood flour that I had the other day.

The bulk of equal weights of wood flour and gypsum

is approximately five to one, the wood flour taking

up approximately five times as much space as the

equal weight of gypsum.

I have in these two bottles here equal weights.

This one is gypsum and this one is wood flour and

that, as I say, shows very clearly the difference in

bulk of the two materials. [114]

Q. The witness refers to Plaintiff's Exhibit 35,

a bottle of gypsimi presented by the witness, and

also to the exhibit marked Plaintiff's Exhibit 45.

The Court : Admitted.
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(This was marked plaintiff's Exhibit 45 and is

forwarded as a physical exhibit.)

Mr. Dike : Q. How does the bulk of the 31.3 parts

of gypsum in the Duratite Wood Dough compare

with the bulk of 11.5 parts of wood flour ?

A. It is a little more than half the bulk of the

wood flour. That is the volume normally occupied

by the amomit of gypsum is just a little over half

that occupied by the 11.5 parts of wood flour, which

is called for in the Duratite Wood Dough formula.

Q. Have you some Duratite Wood Dough here?

A. I think so.

Q. Is this it?

A. Yes, that is a sample of Duratite Wood
Dough.

Q. Will you open it and show it to the Court?

Look at it, Mr. Miller.

A. It has essentially the consistency of Plastic

Wood.

Q. Will you compare it as to its physical prop-

erties, both before and after hardening?

A. Before hardening it has essentially the same

physical properties and working properties as Plas-

tic Wood has before hardening, as it comes in the

can; and after hardening it dries doAMi to a sub-

stance resembling wood, as does Plastic Wood.

I have here a piece of pine in which two cracks,

two similar cracks, were made. One of them has been

filled with Plastic Wood under my direction and the

other has been filled [115] with Wood Dough under
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my direction, and it is almost impossible to tell by

looking at them

Mr. Dike: The block produced by the witness is

offered in evidence, the same to be marked Plain-

tiff's Exhibit 46.

The Court : Admitted.

(It is forwarded as a physical exhibit.)

Mr. Dike : The can of Duratite Wood Dough pro-

duced by the witness is also offered in evidence as

Plaintiff's Exhibit 47.

The Court : Admitted.

(It is forwarded as a physical exhibit.)

Mr. Dike: Q. Now, during your examination last

week you referred to a can of Plastic Wood which

was marked for identification. Wliere did you get

that can?

A. That can was sent to me by Mr. Silbersack

or at his direction from the factory of the Plastic

Wood Company or The A. S. Boyle Company in

Cincinnati.

Q. Have you prepared a comparative statement

of the analyses of the proportions of ingredients of

the formula given in lines 14 to 22 of page 1 of the

Griffiths patent, the fornnila for Plastic Wood, and

the formula for the Duratite Wood Dough given in

the answer to the Plaintiff's interrogator}^? If so

will you produce it?

A. Just a minute, please. I notice that the

stenographer left out one of the figures and I would
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like an opportunity to fill that in. That is the blank

I had in my previous testimony, the one for acetone

that was left out.

Q. Will you fill that in?

A. I will mark in here and present this tabula-

tion. I haven't the figure with me. If I may have

just a moment I can fill it in. That percentage of

acetone which I couldn't [116] give exactly before,

is 22'%.

Q. So if you write the figure 22 in it will be

correct ?

A. If I write the figure 22 opposite the word

''acetone" that will be correct. That is the second

column of figures.

Mr. Dike : The comparative schedule is offered in

evidence.

Mr. Miller: I object to it as being purely cumu-

lative. The interrogatory and the Griffiths patent

speak for themselves.

The Court: Getting them together will save time,

probably. The objection is overruled. Admitted.

(It is reproduced in the Book of Exhibits,

page 5 and is marked Plaintiff's Exhibit 48.)

Cross Examination

By Mr. Miller:

Q. Dr. Esselen, when did you make this analysis

of Duratite Wood Dough?
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A. I made an analysis of Dnratite Wood Dough

last summer. I think it was in August.

Q. Out of a can of Wood Dough tliat was pur-

3hased by somebody %

A. Yes. I liave the can here from which the

sample was taken, the empty can.

Q. And how nnicli ethyl alcohol did you find in

:hat?

A. I did not ascertain the amount quantitatively.

Q. How did you determine that there was any in

there ?

A. How did I determine there was any in there ?

Q. Yes.

A. We separated out the solvents and made a

fractional [117] distillation.

Q. And that is your method of testing for ethyl

alcohol, that you reported?

A. That is right.

Q. And how about the wood alcohol "?

A. The wood alcohol was examined similarly,

rhe amomit of that also was separated out by frac-

tional distillation.

Q. And that was the sole test that you made for

^vood alcohol?

A. Except, we made, as a result, a saponification

test on it. The analysis, as I say, was carried out

some months ago and I have forgotten the details

3f the test that was made on it.

Q. Did you find any other solvent in the Wood
Dough besides acetone and wood alcohol?
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The Court : You haven 't the details of every test

or any details of the test?

A. I have forgotten the details of the various

intermediate steps that were performed, was the an-

swer to Mr. Miller's question. I was primarily inter-

ested to find whether or not there was acetone pres-

ent. That was positively identified and there may
have been other solvents present besides those that

I have mentioned.

Q. Well, didn't you test to find out whether there

were some other solvents besides acetone wood alco-

hol and the ethyl alcohol?

A. I did not.

Q. Did you find any substantial percentage in

your fractional distillation of wood alcohol and

ethyl alcohol present?

A. Not of wood alcohol and the amount of de-

natured alcohol was as I say. I made no quantitative

examination. [118] It was not—it was an ap-

preciable amount and that is about all I can say.

Q. What do you mean by an appreciable

amoimt ?

A. Well, as I say, I haven't the quantitative fig-

ures. I can't give them to you.

Q. Well, did you find more than a trace?

A, Yes.

Q. Would you say that you found as much as

A. I am not prepared to say.
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Q. I notice in the record of this case that there

was an interrogatory proposed of the intervener

here asking whether or not their Wood Dough con-

tained these ingredients and in these percentages.

Do yon know whether that question was framed

from an analysis that you made of Wood Dough?

A. I do not.

Q. Now, you state that you have read this Grif-

fiths patent. Do you have a copy of that patent be-

fore you?

A. Yes.

Q. I wish to call your attention to line 4, page 1,

where he si)eaks of using this material for coating.

Do you know how that is done?

A. I have seen pieces of material in which there

were dents, and these dents have been coated with

Plastic Wood to fill \\\) the dents.

Q. Is that done by adding additional solvent so

as to make this composition of Mr. Griffiths' rather

fluid?

A. T\nien I have carried out such operations my-

self I have taken the Plastic Wood as it normally

comes and placed a little portion, one-eighth of an

inch in the bottom of the dent, depending on how

deep the dent was. If it was deeper than one-eighth

or three-sixteenths, I let that dry and ])ut on a sec-

ond layer, building it up the full depth of the dent.

[119] I have used the Plastic Wood just as it came

from the can, similar to the can that I have in evi-

dence here.
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Q. You have never taken a solvent and applied

to the Plastic Wood, though, in making coatings ?

A. I never have.

Q. Have you ever seen it done ?

A. I have never seen it done.

Q. With regard to this molding that he mentions

in line 5, how is that done ?

A. Well, all the molding which I ever did I have

done with my fingers.

Q. Have you ever seen it placed in a metal mold

of some predetermined shape, molded and allowed to

dry after it has been shaped by that metal mold?

A. Yes, where the metal mold was filled with the

fingers, I have done that myself. I have filled the

metal mold with my fingers and allowed it to dry

and removed it from the mold.

Q. And that made some sort of an object like a

statuette, did it?

A. No, I have made just flat—primarily flat test

pieces which I have made with it.

Q. Now I notice here beginning about line 76

Mr. Griffiths states that in place of celluloid three

other forms of nitro-cellulose may be used. What

other forms are suitable?

A. You can use moving picture film scrap or you

can use 11% nitro-cellulose or you can probabl.y

use—when I say 11% nitro-cellulose I mean cellu-

lose which contains 11 %> of nitrogen and is com-

monly used in the manufacture of celluloid. You can

also use, probably less advantageously, the various
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nitro-celluloses that are ordinarily used in making

lacquers. [120]

Q. Did you use pyroxyline?

A. Yes, you can use the material that is ordi-

narily called pyroxyline. That term usually api)lies

to the nitro-cellulose that contains 11% nitrogen to

which I have already referred.

Q. And how about collodion wool?

A. That of course all depends on what you mean

by "collodion wool". Sometimes the term "collodion

wool" is applied to the explosive grade of nitro-cel-

lulose and you can't use that—that is, it would be

unadvi sable to use it.

Q. Can you use collodion?

A. When you use the term "collodion", Mr.

Miller, it is a very indefinite term. There are some

forms of collodion that could be used.

Q. And how about xyloidine, I believe it is gen-

erally called ?

A. I am not familiar with that material.

Q. Never heard of it?

A. No.

Q. Gun-cotton is also a nitro-cellulose, is it not?

A. It is.

Q. Do you find any disclosure in the Griffiths

patent that gim-cotton is unsuitable ?

A. Is imsuitable?

Q. Yes, in his composition.

A. A negative statement? Well, I don't remem-

ber any reference to gun-cotton here. There may be

one.
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Q. Then all he says is that other forms of nitro-

cellulose may be used, in line 88, he doesn't tell you

not to use any unsuitable nitro-cellulose such as gun-

cotton, isn't that true?

A. Yes, because he would naturally expect any-

one [121] would know not to use an explosive in a

material of that sort. So far as the physical prop-

erties are concerned, of course it could be used.

Q. I believe you testified here in your direct ex-

amination that you knew of three nitro-celluloses,

one of which was gun-cotton. What are the other

two?

A. The other two, one of the other two is the so-

called 12% nitro-cellulose, the percentage referring

to the percentage of combined nitrogen. That is the

variety that is ordinarily used in the manufacture

of lacquer. The third variety is the variety which

contains approximately 11% of combined nitrogen;

and that is the variety that is ordinarily used in the

manufacture of celluloid.

Q. These are the only three that you know of? Is

that correct?

A. When one is speaking of nitro-cellulose, it is

impossible to draw a sharp line. There is a gradual

graduation from one to the other. These three gen-

eral classifications are the three general classifica-

tions which are known in the trade: The explosive

variety, the lacquer variety and the plastic variety.

Now, the exact percentage of nitrogen in each of

these varies within certain recognized limits.
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Q. Did you ever read any literature pertaining

to the manufacture of nitro-cellulose ?

A. Yes.

Q. By the way, how is nitro-cellulose made, ordi-

narily ?

A. Ordinarily, nitro-cellulose is made by taking

a purified cellulose, sometimes purified cotton linters

and sometimes purified wood pulp, drying it and

treating with a mixture of nitric and sulphuric acid

under carefully controlled conditions of temperature

and time. The acid is then thoroughly [122] washed

out and the water removed, usually by means of

alcohol, and then the nitro-cellulose is ready for use,

whatever the use may be.

Q. Have you ever read, by any chance, Bock-

maim on "Celluloid"?

A. I don't think I have.

Q. I call your attention here to ])age 11 of Bock-

mann on ''Celluloid", in which he states that:

"The actual nitro-compound formed depends on

the strength of the nitric acid, the length of the

reaction and the temperature of the acid mixture,

as well as on the nature of the cellulose material

used. The nitro-group may combine two, three, four,

five or six times with the cellulose, and furnish the

following compoimds

:

Dinitro-cellulose, containing 2 nitro groups

;

Trinitro-cellulose, containing 3 nitro groups

;

Tetranitro-cellulose, containing 4 nitro groups:

Pentanitro-cellulose, containing 5 nitro groups

;
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Hexanitro-celliilose, containing 6 nitro groups."

Do you agree with that statement?

A. May I ask the date of the publication of that

book?

Q. I want to know whether you agree with that

statement or not.

A. That statement is a statement which was

made, I think, in the latter part of the last century

or the early part of the present century, and de-

scribes a classification which was in use at that time

for the classification of nitro-cellulose. There are

other classifications which can be found which are

equally representative, and that is not the classifica-

tion which is used at the present time. It is a classi-

fication which has been in technical use in the past.

Q. Well, these five different nitro-celluloses that

[123] are listed in that book do form, do they not ?

A. They do, and they are included in the groups

I have previously given ; but I gave the present-day

classification.

Q. AA^ich of these five nitro-celluloses are suit-

able for use in this Griffiths specification?

A. I can't tell you because I am not in the habit

of using that classification.

Q. Are you mifamiliar with those five nitro-cel-

luloses by their chemical formula?

A. As I say, I am not in the habit of using that

classification. I could probably sit down and figure

it out, but that is not the present-day classification.

Q. Do you find any disclosure in the Griffiths
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patent either using that classification or the present-

day classification, telling you what kind of nitro-cel-

lulose to use and what not to use?

A. Obviously he is referring to those kinds

which are commercially available.

Q. I am not asking you what is "obviously". I

am asking you what is disclosed in that.

A. He discloses in his patent to use the varieties

which are commercially available. The things which

are laboratory curiosities he is not referring to here.

Q. You do not consider gun-cotton a laboratory

curiosity, do you?

A. No.

Q. How about penta-nitro-cellulose?

A. To accommodate you I am trying to do some

mental arithmetic rather fast. I think penta to

which you refer is probably in the explosive range

but I camiot be sure.

Q. Now, you have here some nitro-cellulose. Do

you know what kind of nitro-cellulose that is in Ex-

hibit 27? [124]

A. Yes.

Q. What kind?

A. That is the plastic variety.

Q. You don't know whether that is the trinitro-

cellulose or the dinitro-cellulose ?

A. I know it is not the trinitro-cellulose because

that is almost never made ; but it contains about 11%

of combined nitrogen. By that I could figure out
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which one of your classifications it belongs to, if it

is important.

Q. How does the material, Exhibit 27, compare

with pyroxylinef

A. It is essentially the same thing.

Q. And how does it compare with collodion?

A. Usually collodion refers to a solution of

nitro-cellulose in a solvent, usually alcohol and

ether.

Q. A solvent of alcohol and ether ?

A. An ethyl alcohol and ether.

Q. Now Mr. Griffiths here in line 82, page 1 of

his patent states that ester gum can be replaced by

other resins. What other resins can be used in place

of ester gum?

A. Personally I haven't used any others.

Q. Do you know of any others that can be used?

A. I presume one could use elemi gum or maybe

one could use mastic or gum thus. As I say, I have

never used, myself, any other than ester.

Q. How^ about sandarsal?

A. I don't know.

Q. How about gum amber?

A. It would be very difficult to use gum amber,

and expensive. It possibly could be used.

Q. How about ordinary rosin?

A. I don't know. [125]

Q. Then, it is stated here in line 90 at the bottom

of page 1 and in the first few lines of page 2 that

''Other solvents may be used in place of ketones,



fs. A. S. Boyle Company 133

(Testimony of Gustaviis J. Esselen—cross.)

but the latter are preferable." Do you know what

other ketones can be used %

A. Well, one that occurs to me is ethylacetate.

Q. How about a mixture of alcohol and ether?

A. Yes, that could be used.

Q. How about acetic ether?

A. Acetic ether is ethyl-acetate, the one I just

referred to.

Q. I notice that Mr. Griffiths gives the composi-

tion here on page 2, lines 12 to about 20, in which

he makes up a plastic wood or a plastic composition

including a mineral filler. How is the bulk of that

China clay compared with the wood flour in that

suggested formula?

A. I don 't know.

Q. How does the bulk of China clay compare

with the gypsum shown here in exhibit 45?

A. I don't know. I have never tried it.

Q. In that suggested composition of Mr. Grif-

fiths' where he includes a mineral filler he has more

wood flour than he has China clay. Do you find that

was true of the wood dough when the gypsum was

included ?

A. You mean by weight?

Q. Yes.

A. Yes, the formula weight that was given in

the bill of particulars shows the wood flour had 11%
and a fraction by weight and the gj'psum was thirty-

one and a fraction by weight.



134 Pacific Marine Sup. Co. et al.

(Testimony of Gustavus J. Esselen—cross.)

Q. Then the gypsum material outweighed the

wood flour in the wood dough ?

A. It did. [126]

Q. And that was not true in this suggested com-

position of Griffiths"?

A. No, they were nearly alike there ; a little less

China clay than wood flour.

Q. Now, do you have here sufficient ingredients

to make up a sample in the courtroom of Griffiths'

preferred formula as disclosed in lines 14 to 22 on

page 1?

A. I have no idea, I did not come prepared to

do that.

Q. You have samples of all of these ingredients

here?

A. I have samples of all the ingredients. It would

be rather a difficult job to make up a sample of the

celluloid solution in the courtroom.

Q. And why is that so difficult ?

A. Because it takes a very long time and a very

active stirring to get the celluloid to dissolve.

Mr. Miller: If your Honor please, I propose to

have Mr. Esselen make up a sample of Plastic Wood
according to this formula from these ingredients in

th(^ court room and at the same time, in order to

save time, Mr. Webb make up a sample of the plas-

tic composition as disclosed in the Pierson patent.

It will take some time to dissolve the nitro-cellulose

and we are prepared here with scales, containers,

and I think all the necessary ingredients to make
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these two up so that the nitro-celhilose can dissolve

in the solvent during the day and towards evenin,^

we can incorporate the wood flour in it, making up

the respective compositions and make some compara-

tive tests.

Mr. Dike: I suggest if the defendant desires to

make experiments of that kind they i)roceed to do

so by their own wdtness. Then they will have no

question as to what is [127] being done. The exhibits

I have here I would like to retain for the purpose of

the Court of Appeals. I do not think there is enough

to make up any substantial sample. If they want to

produce their owti material, all right.

Mr. Miller: We have our o^vn material for the

Pierson composition.

Mr. Dike: I assmne you will do what yon see fit

with your o\sni witnesses.

Mr. Miller: I would to have Mr. Esselen make

up the Griffiths composition in accordance with the

Griffiths patent from these ingredients he has sup-

plied here.

The Court : Well, there seems to be an objection.

Mr. Miller : I do feel this way about it : That the

Court should be informed fully as to how these com-

positions are made up, see them made up so there

will be no criticism of experts' experiments, and see

how they work out here in the court room. It is true

that we have examples of experiments already con-

ducted, we have the samples here in the court room

that we will offer in evidence; but on account of
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some of the Court's decisions they pay very little

attention to ex-parte experiments and I would like

to have them done right in the court room so that

the Court can see it done.

The Court; I do not understand the plaintiff's at-

torney to accept your offer. The Court will not, in

the absence of a stipulation, direct the experiment

to be made in court. After your offer, anybody here

objecting to your ex-parte experiments on the

ground that they were ex-parte, the Court would

not reach out to embrace.

Mr. Miller: Well, possibly I would better make

an offer in the nature of an offer to prove, and I

offer to prove at this time to have Mr. Esselen make

up the compositions from these ingredients and at

the same time, under identical [128] conditions Mr.

Webb, whom I would like to have sworn as a wit-

ness, make up a sample of the Pierson composition

for the purpose of absolute comparison under iden-

tical conditions. I would like to have the Court in-

struct the witness then to make up the plastic

composition in accordance with the Griffiths patent.

The Court: Any objection?

Mr. Dike: Yes, your Honor, I think any experi-

ments that the defendant desires to conduct should

be conducted by his own witnesses.

The Court: Objection sustained.

Mr. Miller : May we have an exception ?

The Court : Allowed.
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Mr. Miller: Q. Now, did you make a quantitative

analysis of wood dough as to how much castor oil

was in it ?

A. No. I made a qualitative analysis of wood

dough in order to identify castor oil.

Q. And how did you make that analysis?

A. Separated out the castor oil, foimd that it was

an oily substance soluble in alcohol. Most oils are

not. And we applied the Elaidian test to it.

Q. And you were able to determine from that

that it was castor oil and not cottonseed oil?

A. It behaved similar to castor oil because cot-

tonseed oil is not soluble in alcohol.

Q. And what kind of gum did you find in "Wood

Dough ?

A. I made no analysis for gum.

Q. You do not know whether there is any gum
in there or not?

A. No, except from your statement in the an-

swers to the interrogatories.

Q. Now, did you determine from your analysis

that [129] any of the Wood Dough contained nitro-

cellulose filler in more than fifteen parts by weight ?

A. It contains cellulose filler, do you mean?

Q. Yes.

A. I am trying to think whether I examined the

cellulose filler quantitatively. I haven't my figures

with me. I can't answer that question.

Q. You do not know whether the wood filler

present was more or less than fifteen parts by

weight ?
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A. I can 't give you that information.

Q. Now here on page 2 of the Griffiths patent

Mr. Griffiths states that a filler, any suitable filling

material may be used. What other fillers are suit-

able besides ground wood flour ?

A. I presume one could use sugar cane pith, for

example.

Q. How about sawdust, fine sawdust?

A. When sawdust gets do^^^l to the consistency

of wood flour, yes.

Q. How about straw ?

A. Straw I would not consider to be suitable.

Q. How about vegetable powder?

A. I beg your pardon.

Q. Any vegetable powder.

A. I referred to one, such as sugar cane pith,

possibly. If you had a finely-divided vegetable

powder you would have a substance that was simi-

lar to wood flour and could be used.

Q. How about a vegetable fibre ?

A. How about what ?

Q. A vegetable fibre.

A. A material with an appreciable fibre length I

would not consider to be suitable. [130]

Q. How about starch?

A. Mechanically, I presume starch could be

used. Because of its solubility in water it would be

imdesirable to use it.

Q. And how about arrow root ?

A. I am not familiar with that.
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Q. How about ground or pulverized bleached

cotton ?

A. It might be possible to use that if it were

very finely pulverized, and I should not think it

would be so desirable as wood flour.

Q. How about cotton flock?

A. That would depend on the cotton flock. Some

cotton flock you could use and some you couldn't.

Q. How about cotton linters?

A. Cotton linters would, if used as a filler, make

a material which would not smooth out readily. Of

course so far as the bulk of filler, it could be used

to make a plastic wood. I do not think it would be

practicable.

Q. How about com stalks'?

A. Corn stalks particularly the pith, could be

used ; imless the material were very finely gromid it

would not be feasible.

Q. Did you ever encounter a composition of that

character in which cornstalks were used as a filling

material ?

A. I have heard of such a material.

Q. And how did that work out? Did it appear

to be satisfactory?

A. Well, it was some years since I have seen that

product and I really do not recall it.

Q. How about cork powder or pulverized cork?

[131]

A. Well, if you wanted a material which would

dry down to the substance of a piece of wood you

couldn't use quartz.
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Q. I am talking about cork.

A. I beg your pardon. I misunderstood you.

There, again, it is rather a matter of the degree of

the fineness of the grinding. If you get cork flour it

ought to work.

Q. When these substances like sawdust and cork

are not so very fine, what is the difference in the re-

sult of the composition?

A. If the sawdust is too coarse you cannot fill

up fine cracks wdth it.

Q. That is the only difference?

A. And the material, of course, is not so finely

grained as the wood flour.

Q. Those are the only differences'?

A. Well, there is also a difference in the strength

of the resulting product.

Q. Any other difference?

A. Not that I recall at the moment.

Q. Wliat difference is there in the strength?

A. Well, where sawdust is used, unless some ad-

justment of the proportion of binder, etc., is made,

the product is not so dense and inclined to be not

so strong.

Q. How about pulverized bark?

A. If finely pulverized, like wood flour, it could

be used.

Q. Be quite suitable?

A. Yes.

Q. And paper pulp ?
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A. It would be difficult to make a practical ma-

terial with paper pulp. [132]

Q. All of these materials are cellulose filler, are

they not?

A. For certain purposes.

Q. But they are all cellulose tiller'?

A. Yes, they are all cellulose filler.

Q. What is the effect, in the Griffiths composi-

tion, of adding more filler such as China clay, talc

powder, silica and the like as shown in lines 5 to 7

on page 2?

A. Depending, of course, upon the proportion

which is added. It has a tendency to make a ma-

terial which has a somewhat higher specific gravity.

Q. Suppose we add powdered silicate to the com-

position, as they suggested, that will give the com-

position a more or less somewhat of a stoney ap-

pearance when it dries, isn 't that true ?

A. It would depend entirely upon the relative

proportions.

Q. Well, Mr. Griffiths states what proportions

you should use or add ?

A. No, he gives rather wide leeway there.

Q. In fact any portion of powdered silicate and

wood flour would be bad, as far as he is concerned?

Isn't that true?

A. He gives certain preferred proportions which

he prefers. He also says that other proportions may

be used.

Q. With relation to the pow^dered silicate?
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A. He says that may be added, other cellulose

material, powdered silicate or the like.

Q. Suppose you have China clay, would that

produce a material that was somewhat stony in ap-

pearance ?

A. I have never tried China clay.

Q. Have you ever tried talc ? [133]

A. No.

Q. Have you ever tried powdered silicate?

A. Yes.

Q. Did you get from that a composition which,

when it dried, had the appearance of stone ?

A. No.

Q. Never did?

A. No.

Q. How much powdered silicate did you add?

A. I don't remember, but it was less than one-

half the amount of the wood flour. I remember that.

Q. Less than half of the wood flour ?

A. It was a relatively small amount, compared

wdth the w^ood flour.

Q. Now I believe you testified that there were

three essential ingredients in the Griffiths disclos-

ure, nitro-cellulose, solvent and cellulose filler.

A. I think I said a volatile solvent and cellulose

filler.

Q. And a mixture of ether and alcohol of course

is volatile, isn't it?

A. Yes.
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Q. Now does Mr. Griffiths state any^vhere in his

disclosure that the castor oil and ester gum can be

omitted ?

A. I don't recall that, Mr. Miller.

Q. You believe that a man familiar with these

ingredients, that it would be fair to him to leave out

those two? That is leave out castor oil and ester

gum?

A. I don't know how to answer that question,

Mr. Miller, whether it would occur to anyone to do

it or not.

Q. Do you believe that it would be obvious to

anyone familiar with these materials as you find in

the Griffiths [134] patent that, using only such

amounts of gum and such as naturally occur in wood

flour would tend to give a product slightly less tough

and less adhesive than one in which these compon-

ents are reenforced with a gum and oil ?

A. Yes, I believe that.

Q. You believe that a composition with the castor

oil and the gum omitted would be one in which all

essential properties would be fundamentally the

same as a composition in which they were included ?

A. The essential properties would be essentially

the same. I have seen such samples made in that

way.

Q. What do you mean by the "essential prop-

erties'"?

A. I mean that the material would be of the

same consistency of putty or dough and when it
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dried down it would dry down to a substance having

the characteristics of wood.

Q. Do you believe that it would be obvious to

anyone that was familiar with nitro-cellulose plastic

compositions that if you wished to increase the

flexibility and resilliency of the dried mass and to

increase the adhesiveness that all they would have to

do would be to add some castor oil and ester gum?

A. Yes.

Q. You believe that was true as of 1918 ?

A. Yes.

Q. In fact, during 1915, 1916 and 1917 castor

oil was a well-known ingredient to use in nitro-cel-

lulose plastic compositions to ameliorate the brittle-

ness of the composition, wasn't it?

A. Yes.

Q. And gmn, including ester gmn, was also a

well-known ingredient in nitro-cellulose composi-

tions as a means of increasing the cohesiveness and

the adhesiveness of the mass, as of those years. Isn't

that true? [135]

A. Well, adhesiveness, yes. The cohesiveness I

do not know.

Q. Do you know whether acetone was a well-

recognized solvent in place of ether and alcohol, as

of those years?

A. As to those years, yes it was.

Q. Now, if you have a compoimd containing

nitro-cellulose, alcohol and ether and finely-divided

sawdust or finely-divided vegetable powder you will
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necessarily have present in that comi)osition some

vegetable oil and some resin, isn't that correct?

A. What was the filler you included, Mr. Miller ?

Q. Finely-divided sawdust or vegetable powder.

A. If you use dry vegetable powder you do not

necessarily. Sawdust, of course, usually contains

natural oil and the gum.

Q. Now are there any limits as to the quantities

of the ingredients necessary to make a putty or a

dough ?

A. You mean by '^ingredients" the ones men-

tioned here in the Griffiths patent ?

Q. Yes.

A. Yes, you have got to work within certain

limits to get a dough.

Q. What are those limits with respect to the

wood flour?

A. That I do not know because I have never ex-

perimented to see what the limits are. I know that if

you follow the directions of the Griffiths patent you

vnW obtain a material which has a doughy, putty-

like consistency.

Q. And the Griffiths patent suggests using wood

flour not less than fifteen parts by weight, doesn't

it, lines 59 and 60 on page 1 ?

A. He says, ''The proportion of filler to the

weight [136] of solution", refening to the wood

flour filler, "I refer to lies between 15 and 30 parts

of filler to 18 and 70 parts of solution." The lower

amount given there is fifteen parts. On the other
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hand he goes on to say, "On the other hand, pro-

portions outside of these limits may be employed."

Q. Have you ever made any comparative test

between Duratite Wood Dough and Plastic Wood
as placed on the market to determine the relative

shrinkage of these two products'?

A. Why, I think that example which I offered a

while ago would probably be as good a comparison

of that as anything. These were identical cracks in

a piece of wood and they were tilled with the ma-

terials under identical conditions and they would

show any difference in shrinkage, I should suspect.

Q. Is that the only information you have on the

subject as to whether Plastic Wood shrinks more

when it dries or whether Duratite Wood shrinks

more ?

A. That is the only specific test that I recall at

the moment, Mr. Miller.

Q. Have you ever made any comparative test to

determine the relative fire hazard of the two

products ?

A. No.

Q. In a composition of this character is it advis-

able to have a composition which dries rapidly and

catches on fire very readily, where it is used for

patching wood?

A. Why, if it has the same relative inflamma-

bility as wood, I could see no objection to it.

Q. Have you ever made a test to determine

whether this Plastic Wood dried and made up from
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Plastic Wood, as put out by the plaintiff in this

action, is more or less inflammable than ordinary

wood *?

A. I don't remember any such test, Mr. Miller.

Q. Referring to plaintiff's Exhibit 37 I notice a

[137] sort of a little crack running dowTi along here,

and there are several there in the end. Do you know

whether those are shrinkage cracks or not?

A. No, I don't. They look to me as if they were

imperfections in the filling of the little mold that

was used to make these pieces.

Q. Did you see these pieces made?

A. I didn't see this particular piece made. It

was made under my direction.

Q. But you didn't see it made at all?

A. I don't think I saw that particular piece

made.

Q. What of this exhibit here, 37, 39, which is this

piece, 38, which is this piece, 42, which is the one

with a screw in it, and 40 with the three nails in it,

and this wood turning, 41, did you see them made?

A. I saw this No. 41 in the process of being

made. I saw No. 42 in the process of being made. I

saw No. 39 and No. 38 in the process of being made.

I don't remember about Exhibit 40.

Q. Did you see any of these that you have identi-

fied that you saw in the process of being made where

the wood was in a plastic state?

A. The plastic materials from which it was

made ?
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Q. Yes.

A. Yes, I saw that being applied and left to dry

out. I might explain that this particular piece,

No. 39, was made in several layers. I did not see

every individual layer that was placed, but I saw

the first layer and the last one and I saw the others

w^ere applied in between and I supplied the material

from which the layers were made.

Q. Will you explain to the court why that ex-

hibit was built up in layers? [138]

A. Because if you tried to make it originally as

thick as this piece is the surface here hardens be-

fore the center and it is a very difficult job to get

the solvent out of the center of the mass.

Q. Have you made any comparative tests be-

tween Wood Dough and Plastic Wood as to whether-

molds can be made large and of considerable volume

like that, w4th both products ?

A. Yes, I have made samples of that sort and

my experience has been that with Duratite Wood
Dough there are more cracks to which you call my
attention in Exhibit 37 than there are where the ma-

terial is made out of Plastic Wood.

Q. How much experience have you had along

that line observing these cracks?

A. Well, I have made a few samples which I

have here. I have them with me and would be glad

to show them if you care to see them, on which my
statement is based.

Q. I would like to see them. (The witness pro-

duces samples.)
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Q. Did you make these up yourself ?

A. I did not.

Q. Did you see them being made ?

A. Yes.

Q. How thick was that Wood Dough when you

saw this being made ? Was it putty-like ?

A. The Wood Dough was of essentially the same

consistency as the sample in the can that has been

offered in evidence here. In fact, it was taken from

a similar can.

Q. And that had wood alcohol and ethyl alcohol

in it?

A. I didn't analyze that particular sample.

Q. Do you know anything about the history of

that can?

A. Yes.

Q. Where did it come from ? [139]

A. I have the cans with me. They are marked.

They came from a store I think in Long Beach,

California. These are the cans and I have the sales

slips that came with them.

Q. Now will you exi:>lain to the Court how these

two wood turnings that you have prepared here, how

these were packed up and forced into the mold or

shaped in that mamier?

A. They were packed in a small cylinder with

the thumb and forefbiger pressing it down, exactly

as that example. Exhibit 41.

(The two wood turnings referred to by the wit-

ness were then marked for identification as Plain-

tiff's Exhibits 49 and 50.)
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Mr. Miller : Q. Did you personally pack that down
with your finger in the mold ?

A. No.

Q. Do you know with what force that was

packed in there?

A. No, but it was done by the same man who
made the one made of Plastic Wood.

Q. You do not know of your own knowledge

whether he packed that do\\Ti in the mold carefully

or not?

A. No, I do not.

Q. Was there any degree of heat applied to this

composition from which 49 and 50 were made?

A. I think they were dried at a temperature of

about 100°F.

Q. How fast did they dry out ?

A. As I remember, it took perhaps from five

days to a week.

Q. Why did you subject it to this 100°F.

temperature ?

A. I happened to have a warm place. It was

about that temperature and I placed them there to

speed up the drying. [140]

Q. No directions on the can about subjecting the

compound to heat to dry it out, are there ?

A. No, and there are no directions to say that

it won't work on a hot summer's day, which is ap-

proximately the conditions that I used.

Q. Did you make more than one turning of Plas-

tic Wood similar to exhibit 41 ?
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A. At the time that was made, I did not.

Q. Have you ever made any other wood turning

similar to that?

A. Yes, I have made a lot of them.

Q. Did you find any cracks in them ?

A. Occasionally but not very often.

Q. Did you find any as bad as this you can see

here in this Exhibit 50?

A. I have occasionally seen them as bad as Ex-

hibit 50 but not very often.

Q. Did you make more than one wood turning

from AVood Dough, besides these two ?

A. Just these two. These are the only ones I

made.

Q. Did you have any more turnings made up for

you, under your supervision ?

A. I did not.

Q. Now, is that nitro-cellulose that you have re-

ferred to as being suitable and which contains about

11%—do I understand nitro-cellulose?

A. Yes.

Q. Is that the same kind of nitro-cellulose that

was used in wing dope for airplanes, for w4ngs, dur-

ing the war ?

A. I don't remember just the nitro-cellulose con-

tent that was used in wing doi)e. I think that would

have been suitable to use; that would have been a

suitable grade to use. [141]

Q. These wing dopes contained this nitro-cellu-

lose that had a lower nitration than gun-cotton?

A. Yes.
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Redirect Examination

By Mr. Dike

:

Q. You have referred repeatedly or there has

been repeated reference made in the questions to

nitro-cellulose and cellulose filler, both of which I

think are referred to in the Griffiths patent. To

make absolutely certain that there is no misunder-

standing, will you distinguish between the two?

A. The term "cellulose" is the term which re-

fers to a rather complex chemical substance. The

purest form of cellulose which occurs in nature is

cotton. Cellulose also forms the structural frame-

work of all the vegetable kingdom.

The Court : You are repeating the statement made

yesterday or the other day.

A. Cellulose, speaking chemically, is the raw ma-

terial from which nitro-cellulose is made. Nitro-cel-

lulose is the chemical solvent of cellulose. The cellu-

lose filler refers to a relatively impure form of

cellulose, of which wood flour is a typical example,

w^hich contains cellulose along with a lot of other

things, such as natural oils and gums and lignin.

Q. What is the best cellulose filler, in your

opinion, for use in these plastic composition which

are under consideration in this case?

A. Wood flour.
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Recross Examination

By Mr. Miller:

Q. Just how do you designate wood flour, which

you say is best? What are the characteristics of

wood flour to distinguish it from sawdust, vegetable

powders, ground cotton [142] and things of that

character ?

A. The degree of subdivision and the absence of

fibres of appreciable lengths.

Q. Then, the wood flour is nothing more than

very fine sawdust? Isn't that true?

A. It is wood which has been ground finer than

sawdust.

Q. Just fine sawdust, isn't it?

A. No, because sawdust, strictly speaking, is the

dust that comes from a saw, and wood flour is made

particularly. It is ground in mills.

Q. Suppose you have a fine-tooth saw that pro-

duces a mixture of large wood particles and fine

wood particles, and you have a mixture there of

wood flour and the large splinters of wood? Isn't

that true?

A. Well, it may be, Mr. Miller, but I never hap-

pened to see any sawdust that was as fine as wood

flour.

Q. But you believe it may be?

A. It mav be.
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The

DEPOSITION OF LESLIE SOULE
taken on behalf of the plaintiff, together with the

exhibits attached thereto, was offered in evidence as

follows

:

Direct Examination

My name is Leslie Soule and my age is 46. My
residence is Dedham, Massachusetts, and my occu-

pation manufacturer. I am Vice President and

Works Manager of the Mason-Neilan Regulator

Company at Boston. I was employed by The A. S.

Boyle Company from August 1930 to August 1931,

as Assistant Manager in their Plastic Wood De-

partment. Prior to that time I was with the Addi-

son-Leslie Company of Canton, Mass. I was treas-

urer and a large stockholder. The business of that

company was [143] manufacturing Plastic Wood.

I am familiar with the application for Griffiths pat-

ent No. 1,838,618, dated December 19, 1931, sho^^ai

me, but I had not seen the patent itself until today.

(The patent shown to witness was then offered in

evidence as Plaintiff's Exhibit 1, a copy of which

is reproduced in the Bk. of Exhibits.)

The Addison-Leslie Company was formed spe-

cifically to manufacture and sell Plastic Wood as

described by Exhibit 1. It was organized in May
1925. Prior to that I was interested in a local sell-

ing company which had handled the sale of Plastic

Wood in New England. I believe it took on the sale

of Plastic Wood in December 1924 or January 1925,

for New England. I first heard of Plastic Wood
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througli a friend of mine in New York who was an

officer of C. 'I'ennant & Son and Harrison-White,

Inc. I understand that C. Tenant & Son Company
or Harrison-AVhite, Inc. had brought information

concerning this material from England. My knowl-

edge of this material was some time in the Fall of

1924. I first secured the right to sell this material

in New^ England. Later, in May 1925, I formed the

Addison-Leslie Company and secured a license to

manufacture this material for the United States.

Before the formation of the Addison-Leslie Com-

pany this material was manufactured by the

Frankel Chemical Company at Jersey City,

New Jersey.

I did not obtain any of the material from

England. The Addison-Leslie Company began to

manufacture the material for itself in December

1925. It marketed its product under the name

"Plastic Wood." Here is a sample of the Plastic

Wood packed in a tube. (The sample was then

offered in evidence as Plaintiff's Exhibit 2, for-

warded as a physical exhibit.)

The can which I have here is similar in all re-

spects to packages made by the Addison-Leslie

Company, but was made after The A. S. Boyle Com-

pany had taken over the Addison- [144] Leslie Com-

pany. (The can produced by the ^^'itness was offered

in evidence as Plaintiff's Exhibit 3. It is forwarded

as a physical exhibit.)
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The formula employed by the Addison-Leshe

Company in the manufacture of its material sold

under the name of "Plastic Wood" is celluloid

scrap, 13 parts by weight; methyl acetone, 23 parts

by weight; toluol, 23 parts by weight; denatured

alcohol, 7.7 parts by weight; castor oil, 3.3 parts by

weight ester gum, 6.5 parts by weight; wood flour,

23 parts by weight. The celluloid scrap was dis-

solved in the mixture of acetone, alcohol and toluol.

Then, ester gum and castor oil were added before

the celluloid scrap was dissolved. When the mixture

was thoroughly dissolved the required amount of

wood flour was added gradually and the complete

mass thoroughly mixed until it was homogeneous.

The consistency was that of a thick paste. I should

like to add to my previous answer. The consistency

of Plastic Wood is heavier than paste, but it can

be kneaded in the hand. On exposure to air, Plastic

Wood hardens to the consistency of soft wood-like

pine.

The effect of castor oil on the final product is to

make the product slightly elastic and resilient and

increases its strength. The ester gum increases the

adhesion of Plastic Wood to any base to which it

may be applied. We have one or two small batches

of the Griffiths composition, omitting the castor oil

and the ester gum, using only the three ingredients,

viz., the solvent, wood flour, and the nitro-cellulose

or film scrap. Such material, in appearance, was

identical with our regular material that contained
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ester giim and castor oil but it was more brittle

and did not have as good adhesive qualities. It was,

liowever, a practical and useful material. It was es-

sentially the same as Plastic Wood and could be

used, but it was not so satisfactory as the material

containing the ester ginn [145] and castor oil.

Plastic wood is generally used for repairing de-

fects in finished wood, such as knot holes, dents, and

cracks in all kinds of cabinet work. It has been used

for repairing dents and replacing splinters which

chip off furniture through bad handling. It is used

extensively in the manufacture of wood patterns

and also metal patterns by filling dents or making

minor alterations in the contour of patterns and core

boxes.

It is also used extensively by automobile body

builders for filling in irregularities on the tops of

bodies before the top is put on. In this respect.

Plastic Wood is sometimes smeared over on the top

of the frame to cover any irregularities and then the

top itself is put on while the Plastic Wood is still

soft. In this way. Plastic Wood makes a perfect

joint between the frame and the top. It is also used

to cover bolt heads and rivet heads.

In boat building. Plastic Wood has a variety of

uses such as covering holes in place of the wood

plugs which had previously been used where fas-

teners are countersunk. Among the most important

uses of Plastic Wood are boat repairs such as re-

placing rotten stems and keel so that a new plank
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can be attached against the rebuilt surface and be

water tight. It is also used for repairing chafed

planking to the original surface contour. In the shoe

industry, Plastic Wood is used for repairing shoe

lasts and for remodeling last models.

Plastic wood has been used extensively for re-

pairing all kinds of furniture, such as school desks

which have been carved by pupils with jack knives.

Perhaps, the most general use of Plastic Wood is in

the home where it has a great variety of uses for

repairing all kinds of home furniture, building boat

models, etc.

It has been used for repairing stair treads which

have [146] torn or split off at the end. For remodel-

ing gim stocks and repairing bird decoys. It has also

been used quite generally in automobile repair shops

for repairing automobile bodies where the original

woodwork has rotted away or has been damaged in

accidents. It is also used to fill dents in damaged

fenders and bodies. The Plastic Wood is applied

to the metal and then sanded down to the original

contour. In these cases repairs have been made and

after the paint has been applied the repair is in-

visible.

Plastic Wood will adhere to a clean metal sur-

face and when properly applied, can onl}^ be re-

moved by chipping and filing. Plastic Wood in ap-

pearance, after hardening, is like real wood and

as we manufacture it of about the hardness of white
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pine, but it has no grain structure. It will not split

or crack under ordinary usage such as boring holes

or driving nails or screws. In that respect it is su-

perior to ordinary wood. It can be worked with all

kinds of woodworking tools exactly like real wood

and does not have a tendency to crack which real

wood has. I have here a bar of Plastic Wood about

two feet long about two inches in diameter which

lias been turned up in a woodworker's lathe.

(This was offered in evidence as Plaintiff's Ex-

hibit 4 and is forwai*ded as a physical exhibit.)

I have a small sample of Plastic Wood about one

and one-half inches in diameter by two and one-

half inches long. This sample shows how Plastic

AVood can be sawed, drilled, planed, and how it

holds nails and screws. It also indicates by the in-

sertion of a machine screw that it can be threaded

and hold the thread with considerable strength. Our

experience indicates that Plastic Wood holds nails

and screws better than ordinary soft wood, and

l)robably as well as hard wood. (The last sample

referred to by the witness was offered [147] in evi-

dence as Plaintiff's Exhibit 5. It is forwarded as

a physical exhibit.)

I have here three samples of heavy sheet steel

such as is used in automobile bodies. These pieces

have been dented and the dents filled with Plastic

Wood. One sample shows the Plastic Wood in a

semi-finished state with the original priming coat of

paint applied. The other sample shows the finished
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job after the application of lacquer and paint to the

metal. These pieces also indicate the remarkable ad-

hesion of Plastic Wood to metal. (The three samples

were offered in evidence as Plaintiff's Exhibits 6,

7, and 8, and are forwarded as physical exhibits.)

I have here two lasts used in the manufacture of

shoes. One of them shows how tacks penetrated the

sole of the last, wearing it away. The other speci-

men shows a similar last which has been repaired

with Plastic Wood. (The two lasts were offered in

evidence as Plaintiff's Exhibits 9 and 10, and are

forwarded as physical exhibits.)

Plastic Wood is used in the manufacture of last

models for building up portions where the last

maker has cut away too much of the wood. This use

enables the last maker to save a last which would

otherwise be useless. Plastic Wood is also used for

re-shaping finished last models when it is desired to

make slight changes in the shape. (The witness pro-

duced a last which was offered in evidence as

Plaintiff's Exhibit 11, forwarded as a physical ex-

hibit.)

This exhibit shows a section of a boat stem which

had rotted away and the defective portion had been

rebuilt with the original form by Plastic Wood.

This was used by Addison-Leslie Company as a

demonstration of the use of Plastic Wood in various

exhibits, such as the Motor Boat Show in New York.

(The exhibit was then offered in evidence as [148]
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Plaintiff's Exhibit 12, forwarded as a physical ex-

hibit.)

This exhibit is another demonstration of the use

of Plastic Wood for repairing chafed planking on

a boat. To the best of my recollection, this exhibit

was used in the New York Motor Boat Show in

January 1929. (The exhibit last referred to was

offered in evidence as Plaintiff's Exhibit 13, for-

warded as a physical exhibit.)

This model represents a portion of the rim of a

boat with a section of planking attached. It shows

the use of Plastic Wood for covering the heads of

countersunk nails. (The model was offered in evi-

dence as Plaintiff's Exhibit 14, forwarded as a

physical exhibit.)

At the time I put the Griffiths Plastic composi-

tion on the market, as far as I know there was no

other material which would perform substantially

the fmictions of the Griffiths composition. There

was no other material which could be compared in

any way with Plastic Wood to my loiowledge. The

nearest was ordinary lead putty and certain min-

eral fillers. They were the only things on the market,

to my knowledge, and they carniot be compared with

Plastic Wood.

The Griffths composition has replaced putty and

mineral crack fillers, and in furniture work has

replaced stick shellac. The sales of Plastic Wood
made by the xiddison-Leslie Company annually are

as follows:
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May 25, 1925 to

December 31, 1925 $ 12,759.00

1926 58,024.00

1927 140,449.00

1928 258,464.00

1929 378,965.00

1930 379,602.00

This last year includes four months after the Addi-

son-Leslie [149] had been purchased by The A. S.

Boyle Company. I was with the company until

August 1931 and the comparative sales for 1931

dropped off materially as compared with 1930. I

attribute a good deal of the drop of sales to the

appearance of a great many products similar to

Plastic Wood. The first competitive product, as

well as I can recall, was known as Fillitt. I think

this appeared sometime in the latter part of 1926. I

have here a sample of Fillitt manufactured by

Patent Devices, Inc., Chicago. This was manufac-

tured by a man who tried to secure the right to the

Griffiths application and who for a period acted as

an agent of the Addison-Leslie Company in Chicago.

(The can of Fillitt was introduced in evidence as

Plaintiff's Exhibit 15 which is forwarded as a physi-

cal exhibit.)

Q. 58. Since that time what other substitutes

have been on the market which have the same gen-

eral nature?

Mr. Miller: I will object to the introduction of

this can of Fillitt and also to quite a number of cans
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of competitive material that were introduced in the

exhibit, as not being in issue in this case.

The Court: Wliat is the purpose?

Mr. Dike: To support the patent, because of

the public recognition due to the imitations.

The Court: Objection overruled.

Mr. Miller: Exception.

Tiie Court : Exception allowed.

I should say fifteen or twenty products appear

on the market. I have here exhibits of competitive

materials. (The following exhibits were then intro-

duced in evidence and are forwarded as physical

exhibits.)

Peel-Lex Wonder Wood, Plaintiff's Exhibit 16,

manufactured by Peel Manufacturing Company,

Cambridge, Massachusetts. [150]

Magic Wood, Plaintiff's Exhibit 17, manufactured

by Leham Bros., Jersey City.

Dandy Wood Putty, Plaintiff's Exhibit 18, manu-

factured by Dandee Manufacturing Co., Freemont,

Ohio.

Arco Dum-Dum Plastic, Plaintiff's Exhibit 19,

manufactured by the Arco Company of Cleveland,

Ohio.

Cornstalk Plastic, Plaintiff's Exliibit 20, manu-

factured by Cornstalk Plastic Company, Ames,

Iowa.

Wood Dough, Plaintiff's Exhibit 21, manufac-

tured by the Harris-Thomas Company, Roxbury,

Mass.
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Plastosa Pliable Wood Paste, Plaintiff's Exhibit

22, manufactured by G. J. Liebich Co., Chicago, 111.

Three Star Wood Cement, Plaintiff's Exhibit 23,

manufactured b}^ the Wood Chemical Co., Boston,

Mass.

Fixit Mending Wood, Plaintiff's Exhibit 24,

manufactured by Lewis & Freman, Cleveland, Ohio.

Home's Patch Wood, Plaintiff's Exhibit 25,

manufactured by A. C. Home Co., Brooklyn, New
York.

There were others of which I am able to produce

specimens including Handy Wood, manufactured by

the Creo Dipt Company, Towawonda, New York;

Wood Amalgaim, Wood Amalgmn Company, Bloom-

ington. New Jersey ; Patching Wood, Sheffield Bond

Powder & Stencil Company, Cleveland, Ohio. There

were several other products of the same nature but

at this time I am unable to remember their name

nor the manufacturer.

The Addison-Leslie Company advertised in some

of the hardware trade papers and ran small adver-

tisements in such magazines as Saturday Evening

Post, Popular Mechanics, Good Housekeeping, and

some of the other magazines. We also did some

direct mail advertising to the retail hardware stores.

I cannot recall the actual figures as to how much

money was expended in advertising, but I believe

in 1929, which was the [151] last year I was in

control of the company our advertising expenditure

was approximately $40,000.00.
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Cross Examination

By Mr. Thomson:

I have no definite figures on the amount of Plastic

Wood manufactured by Frankel Chemical Company,

but it is my understanding that the manufacture

was very limited and was done for Harrison-White

Inc. of New York City, who had the rights under

the Griffiths patent application for the United

States. It was for Harrison-WTiite Inc. that Addi-

son-Leslie Company secured these rights. I believe

that Harrison-White Inc. was engaged in the busi-

ness of making or having Plastic Wood made six

to eight months prior to January 1925. I am sure

that Frankel Chemical Company did not advertise

the product as they were merely manufacturing the

product for Harrison-White. Harrison-White may
have done a small amount of advertising to the

pattern makers trade.

Harrison-White Inc. took over the rights of

Plastic Wood with a view of selling them to a

manufacturer as their business is, generally speak-

ing, the promotion of new products. For this rea-

son, they did not develop a substantial sale.

The fonnula I have previously given was con-

sistently used by Addison-Leslie Company during

its manufacture of Plastic Wood with the exception

that originally benzol was used instead of toluol.

The Addison-Leslie Company changed from benzol

to toluol due to the hazard of benzol poisoning its

employees. Benzol, aside from the hazard, is pref-
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erable to toluol because it is more volatile. As far

as I know. Frankel Chemical Company used the

same formula with the substitution of benzol for

toluol because Frankel Company received the for-

mula from Harrison-White Inc. [152]

During my connection with The A. S. Boyle Com-

pany the formula was not changed as far as I know.

I do not know whether there has been any change

in the Plastic Wood formula since August 1931. As

far as I recollect no Plastic Wood was sold which

varied substantially from the formula. I have pre-

viously given. Small batches manufactured without

ester gimi and castor oil were only experiments.

The testimony I have given as to the manufacture

and sale of this composition and its uses and advan-

tages relate to the preparation which was manufac-

tured by Addison-Leslie Company. Plaintiff's Ex-

hibits 4 to 14 probably date back to 1927 or 1928.

Some of them were used for exhibits in the New
York Motor Show and similar shows and some were

prepared as salesmen's samples. I assume they have

been in the possession of the A. S. Boyle Company

since that time. The samples of boat construction

were made for the Addison-Leslie Company and I

assume that the others were made by the Addison-

Leslie Company at Canton as they are identical

with exhibits which we made up.

My statement of the reason for the drop in the

sales of Plastic Wood by Addison-Leshe Company

and by The A. S. Boyle Company is a matter of
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opinion based upon fact that we had a great deal

of competition from competing products, most of

which were sold at a price substantially lower than

the price for a similar amomit of Plastic Wood.

Lead putty, minerals, crack tillers, and thick shellac

are still used to a very considerable extent in the

painting and furniture trade. I cannot say definitely

but I should think that all of the competitive prod-

ucts I have mentioned came out prior to 1930.

The advertising of Addison-Leslie Company in-

cluded display cards used in dealers' stores.

Addison-Leslie Company sold its rights under the

[153] Griffiths application and to the preparation

known as Plastic Wood to The Boyle Company in

or about August 1930, when I became Assistant

Manager of the Plastic Wood Division of that com-

pany.

Redirect Examination

By Mr. Dike:

The particular purpose of the advertising done

by the Addison-Leslie Company was to acquaint

potential users of Plastic AVood ^\ith what we con-

sidered to be an entirely new and revolutionary

product. We had to find the field for marketing of

the product and to acquaint the potential users with

the fact that there was such a product. The price

paid by The A. S. Boyle Company for the Addison-

Leslie Company was $720,000.00 market value in

August 1930.
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Recross Examination

By Mr. Thomson:

The Addison-Leslie Company was manufacturing

a product known as ''Rug-Stay" for preventing

rugs from slipping on hardwood floors. The volume

of sales of this product was negligible. The Com-

pany also manufactured a product known as Canton

Crack Filler which was a mineral crack filler. The

sales of this product were also unimportant.

The A. S. Boyle Company continued the business

of selling Rug-Stay or Canton Crack Filler I be-

lieve.

Attached to the deposition is a stipulation that

payments of advertising w^ere as follows

:

May 25, 1925 to Dec. 31, 1925 $ 1,533.45

The year 1926 9878.77

The year 1927 21,246.46

The year 1929 74,134.88

[154]

The year 1930 until August 84,000.00

From Sept. to December 21,000.00

Total $95,000.00
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WALTER SILBERSACK

called on behalf of the plaintiff testified as follows:

Direct Examination

By Mr. Dike:

My name is Walter Silbersack. I am President

and General Manager of The A. S. Boyle Company.

I am 34 years of age and reside at Cincinnati, Ohio.

I have been connected with The A. S. Boyle Com-

pany, the plaintiff in this action since January 1,

1923. I worked originally as advertising manager,

later as sales manager, and since 1927 I have been

general manager and president.

The Boyle Company purchased the Griffiths

patent from the Addison-Leslie Company of Canton,

Massachusetts.

I heard the Soule deposition read and the state-

ment that the price paid for it was $720,000.00.

That is correct.

Plaintiff"s Exhibit 36 is a can of Plastic Wood
and is one of a group of cans shipped out of our

regular conuuercial stock that we carry for shipping

to the trade. We sent this to Dr. Esselen. The for-

mula of Plastic Wood as we make it now and as we

have made it from the time we bought it is 382

parts of film solution, 19% parts of castor oil, 35

parts of ester giun, and 118 to 130 parts of white

pine wood flour.

In our contact with the hardware and paint trade

we saw the product Plastic Wood spring up in the

trade where it sold very rapidly with comi">aratively
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a small amount of advertising and a small sale force.

It made us feel that the product had a wide market

so we asked the [155] Addison-Leslie Company
whether they would sell it.

In my contact with the hardware trade I know
of no other product which was sold for that same

purpose by the trade. I contacted the hardware

trade more or less regularly as sales manager from

Maine to California.

In 1931 the sales approximated $298,000; in 1932

they approximated $209,000; in 1933 they approxi-

mated $206,000; in 1934 they approximated $278,000

;

in 1935 they approximated $309,000. From Sep-

tember 1930 to December 1930 the figures for adver-

tising were $21,000.00; for 1931, they were $69,000;

for 1932 they were $32,000; for the year 1933 they

were $36,000; for 1934 they were $66,000; for 1935,

from January up to the end of November they were

$67,000. The number of pieces or containers or

units of Plastic Wood that have been sold are be-

tween two and two and one-half million.

Plastic Wood is sold in tubes and in cans. In

tubes it is sold in a 10^ size and 25^ size. In cans,

it is sold in quarter pound sizes, one pound sizes,

five pound and twenty pomid drum.

(The plaintiff then offered in evidence a certified

copy of the Bill of Complaint in the case of Man-

fred E. Griffiths and the Addison-Leslie Company

vs. Thomas E. Robertson, Commissioner of Patents

No. 50,184.)
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Mr. Miller : If you are going to make an offer of

tliat character, the whole file history go in, leading

iij) to that suit.

I still wish to make my objection that I made to

the bill of complaint, answer and decree, which pro-

ceedings went in before that court that gave rise to

the patent. It may be it wdll be introduced in sup-

port of the decree and how that happened to be

granted.

The Court: Objection overruled. Admitted.

[156]

Mr. Miller: Exception.

The Court: Allowed.

(The bill of complaint was admitted as Plaintiff's

Exhibit 51, and is reproduced in the Bk. of Ex-

hibits.)

The plaintiff then offered a certified copy of the

answer in this suit.

Mr. Miller: The same objection.

The Court: Overruled, admitted.

Mr. Miller: Exception.

(The answ^er w^as then admitted as Plaintiff' 's

Exhibit 52 and is reproduced in the Bk of Ex-

hibits.)

The plaintiff then offered a certified copy of the

findings of fact and conclusions of law in that case.

Mr. Miller: The same objection.

The Court : Overruled. It will be admitted.

Mr. Miller: Exception.
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(The certified copy of the findings of fact and

conclusions of law were admitted as Plaintiff's Ex-

hibit 53. They are reproduced in the Bk. of Exhibts,

page 17.)

The plaintiff then offered a copy of the decree in

that case.

Mr. Miller: The same objection.

The Court: Objection overruled. It may be ad-

mitted.

Mr. Miller: Exception.

(The copy of the decree was admitted as Plain-

tiff's Exhibit 54. It is reproduced in the Bk. of

Exhibits, page 22.)

A certified copy of a decree in Cause No. 4182,

U. S. District Court, Northern District of Ohio, The

A. S. Boyle Co., plaintiff, vs. Sheffield-Bronze Pow-

der & Stencil Co., defendant, was admitted as plain-

tiff's Exhibit 55. [157] (It is reproduced in the

Bk. of Exhibits, page 43.)

A certified copy of a decree in Cause No. 2210,

U. S. District Court, District of Connecticut, The

A. S. Boyle Co., Plaintiff, vs. Yale Eose and Charles

M. Rose, doing business as Yale's Hardware Store,

Defendants, was admitted as Plaintiff's Exhibit 56.

(It is reproduced in the Bk. of Exhibits, page 47.)

We notified all the companies manufacturing

products that we thought were within the scope of

the patent inmiediately when the patent was issued.

Here is a partial list of some of those who have

agreed to discontinue manufacturing:
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Ai-co Synthetic Wood, made by Arco.

Handi Wood, made by Creo Dipt. Co. [158]

Dandee Wood Putty, made by Dandee Mfg. Co.

Flexwood, made by Genei'al Paint Co.

Patchwood, made by A. C. Horn Co.

Plastic Wood, made by Imperial Laboratories.

Patching Wood, made by Janney-Sample Hill

Co.

Limber Wood, made ])y Limber Products Co.

Dum Dum, made by ^liami Rubber Co.

Workable Wood, made T. H. Nevins.

Renew Wood, made by Northern Hardware Co.

Wood Paste, made by Oakley Paint Manufac-

turing Co.

Patching Wood, made by Tieman Stove & Hard-

Avare Co.

Tilette Canned Wood, made by Tillette Co.

Wood Plastic, made by Tinker Wood Works.

Tremco Plastic Lcrmber, made by Tremco Man-

ufacturing Co.

Patching Wood, made by Shapleight Hardware

Co.

Fixit Mending Wood, made by Wallace Paint

& Yamish Co.

Magic Wood, which was sold by Woolworth

Company.

We have granted a license to the Creodeek Com-

pany for the manufacture of Kneaded Wood. They

paid us a royalty and a back royalty on the products

they sold before they were granted a license.
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Carpenters and painters are quite large users of

Plastic Wood. Many carpenters carry it in their

kits all the time. Carpenters find it particularly

useful because practically all the tools they carry

in their kits are tools for taking off wood. Plastic

Wood is one of the few items they have for putting

wood on—or the only item they have, I should say.

The A. S. Boyle Company put the patent number

on all cans and tubes just as soon as the patent was

granted. This appears on Plaintiff's Exhibit 36.

When the patent was granted we ran a full page

advertisement calling attention to the [159] patent

in many of the leading hardware and paint trade

journals.

Cross Examination

By Mr. Miller:

I was not comiected with the Addison-Leslie Com-

pany prior to its being purchased by The Boyle

Company.

The physical assets that the Addison-Leslie Com-

pany had was the building, a certain anioimt of

machinery, a very limited amount of office equip-

ment, and in addition to the patent they had a trade-

mark and a certain amomit of goodwill. They had

two other products mentioned by Mr. Soule in his

deposition which were very new and had practically

no particular sale. Rug-Stay had just been started.

We are still selling it but not in large quantities.

We do practically no advertising on Rug-Stay but
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we do a tremendous for our Old English Wax. The
advertising of Rug-Stay is very small compared

with the advertising of our Old English Wax. On
my personal card of the company, Plastic Wood
and Rug-Stay are advertised in the same size type

and on the same line.

The advertising I have just referred to as having

been rmi in the trade journals is of the character

appearing on the back of the Hardware World for

August 1933. I think this appeared in four or five

or six or seven publications. I do not know^ what

kind of an injunction was granted against the com-

panies that I said had been enjoined in my direct

examination. I know that an injunction was granted.

Q. Against who?

A. I know we were notified by our attorneys that

an injunction was granted.

Q. That is all you know about it?

A. That is all I know^ about it.

As to the action against Sears Roebuck, my
recoi'ds do not show an injunction but show it was

discontinued without [160] prejudice and after set-

tlement they paid damages to us. I got that infor-

mation from our attorneys. I presume I saw a de-

cree in that case similar to this copy, I don't re-

call it.

(It w^as then stipulated that the copy of the decree

in the Sears Roebuck case was a true and correct

copy. It was offered in evidence and admitted as
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Defendant's Exhibit 1. It is reproduced in the Bk.

of Exhibits, page 49.)

My recollection is that Sears Roebuck paid us a

sum based on the merchandise they had sold. This

is to the best of my recollection. I could look it up

and make sure but I am very sure that that is the

way it was settled. I don't recall the exact amount

they paid us. As to whether they paid us anything

or not, my recollection is that they did. I think

what they paid us was based on so much per piece

or per can, but I am not sure about it.

The Western Auto Supply Company case was set-

tled by agreement of counsel according to my
records. The settlement was left wdth our attorneys.

I know nothing about it except what our attorneys

told me. I don't recall how much they paid. I think

it was about $700.00, but I am not positive of the

exact amount.

As to the Sheffield case, my record doesn't show

that that case was settled by agreement of counsel.

It is marked ''Injunction granted and consent de-

cree."

I never attended a trial before in which this

patent was involved and alleged to be infringed.

As to the Yale Hardware Company, my record

shows that an injunction was granted. I know there

was a court case. I know a trial was set. My under-

standing was that there was actually a trial but I

w^asn't there. I don't know how much the Sheffield
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people paid us. I don't think the Yale Hardware

people paid anything. [161]

We have quite a large number of salesmen out. It

is the custom of our advertising department to sup-

ply the salesmen with samples of all advertising. I

presume they secured a copy of the advertising that

appeared on the back of the Hardware World. I

recognize this as being a reprint of that advertise-

ment. I presume the salesmen were supplied with it

from the advertising department the same as they

are proofs of all our advertising. I don't exactly

know whether that particular reprint was sent out

to the salesmen. I imagine they did have reprints

just exactly like this.

(The reprint was offered and received in evidence

as Defendant's Exhibit A-2, reproduced in Book of

Exhibits, page 51.)

We do not have any school or any training to

enable these salesmen to inform them as to what

compositions are an infringement of the Griffiths

patent and what are not.

I don't know whether any of our salesmen at any

time since The Boyle Company owned this patent

went into jobbers of competing products and left

copies of this reprint with them. I do not know

whether any of our salesmen threatened jobbers

handling competing products with infringement

suits. I have not made any investigation to deter-

mine the activities of our salesmen in that regard.

Defendant's Exhibit A-2 was prepared by our ad-

vertising agency. I approve of it.
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I would have to look up the records in Cincin-

nati to inform the Court which three suits were

brought in each of which the infringer was enjoined

and ordered to pay damages as stated in that ad-

vertisement. T would have to look up the records to

see which one we referred to at that time as being

the fourth suit settled by the defendant acknowl-

edging the validity of the patent and paying dam-

ages.

This little reprint shown to me looks like a repro-

duction [162] of the other taken out of one of our

trade mailings. We have mailed these small re-

prints out to the hardware trade generally. The last

one, I recall, was in this blue list here which went

out to the trade this Spring. I believe that is where

it is taken from. Is that it? I guess that is about

the same. The entire book was mailed out and that

reprint is taken from this book. We mailed out this

large booklet to the various hardware and paint

stores. I believe we restricted mailing of this book

to our own customers. Normally, we do not. I don't

recall any other booklet than this one which went

out this Spring. About 50,000 of them were put out.

I don't know how many of these reprints similar to

Defendant's Exhibit A-2 were printed.

I can't say exactly what our salesmen do in calling

on the trade except I know we do not ask them to

warn competitors against using competing products

or against infringing this patent. If it was done, it

was done without our authority because the warn-
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ings that we sent out we considered sufficient. I

have not heard of it being done. I have not heard

about certain jobbers quitting the use of competing

products and taking on our product following a

warning made by one of our salesmen. I have known

them to take it off following advertisement which

we ran. I approve of this statement appearing in

the advertisment : "This amiouncement is a warning

to the trade that the manufacture or sale of any

wood base putty containing nitro-cellulose, solvent

and wood filler or their equivalent is an infringe-

ment of this patent."

I don't know whether a warning letter was sent to

the Pacific Marine Supply Company, the defendant

in this action, because these letters were sent out by

our attorneys. I haven't any list here of exactly

who it went to. I would have to look up the carbons

of letters sent out by the attorneys [163] to know

whether a warning letter was sent to the intervener,

Webb Products Co., Inc. I don't think I person-

ally corresponded with Webb Products Inc. before

this action was started. I don't recall any letters

that I wrote. I haven't sent out any letters as a

warning to competitors. These letters were sent over

the name of our attorneys.

The letter show^i to me dated July 17, 1933, I re-

call.

(The letter was offered and received in evidence

as Defendant's Exhibit A-3, and is reproduced in

the Bk. of Exhibits at page 53.)
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Mr. Dike: I will ask counsel to produce the let-

ter to which that w^as a reply.

Mr. Miller : I believe I have it. Yes, here it is.

Mr. Dike : We offer it.

The Court: Admitted.

(The letter to which Defendant's Exhibit A-3 is a

reply was admitted in evidence and marked De-

fendant's Exhibit A-4. It is reproduced in the Bk.

of Exhibits at page 54.) The film solution that I

referred to in the formula of Plastic Wood is nitro-

cellulose and solvent combined. The solvents are the

same soh^ents which Dr. Esselen gave in his testi-

mony. I think they are acetone, toluol, and alcohol.

I don't know the exact proportion. I do not know

the proportion of nitro-cellulose to the entire

amount of solvent because in working, all that I

work with is the formula that we use. We refer to

it as film solution. I was aware that the Pacific

Marine Supply Company was selling the product

of the Webb Products Company at the time this suit

was brought. I did not think the Pacific Marine

Supply Company was manufacturing any competing

composition to its own. I had nothing to lead me to

believe that they were manufacturing one.

The largest amount of advertising on which I

have [164] given figures is spent in running ad-

vertisements in such publications as the Saturday

Evening Post, Collier's, Liberty, American Cookery.
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The greatest proportion of the total sum is in that

form of advertising. Sometimes the volume of sales

we have made corresponds; to the amount of adver-

tising we have spent and sometimes it does not. In

1931 when we spent $69,000 for advertising, we did

$298,000 worth of business. When we dropped down

in 1932 to $32,000 for advertising, our sales were

off that year. In 1933, the sales stayed practically

the same as the previous year, and in 1933 we only

spent $36,000 for advertising. When we started

spending $66,000 again our sales increased.

I have been given a list of concerns putting out

competing products who have indicated to us that

they were going to quit. I have not a list with me
of concerns that are putting out comjDeting products

that are still putting out those products. I have such

a list in the office. I would think offliand that there

would be somewhere aroimd a dozen or a dozen and

a half of such concerns located in various localities

throughout the United States. I don't recall any of

them close to Cincinnati. I do know of a competing

product being put out in Cincimiati. It is called

Can-a-wood. It does not contain, to my knowledge,

nitro-cellulose, solvent and wood filler. I don't know

the exact contents but it is my understanding that it

is not a nitro-cellulose product nor a cellulose

acetate product. I know that the solvent is water

and it is my understanding you cannot have nitro-

cellulose or cellulose acetate Avith a water solvent.
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I don't know whether Cornstalk Plastic is still

being manufactured or not. I believe they are lo-

cated in Iowa.

I never heard of Plastosa Pliable Wood Base.

Fixit and Mending Wood of Cleveland, Ohio have

[165] agreed to discontinue. We haven't any evi-

dence to the contrary.

I did not have Wood Amalgam on my list. I did

not know if they are still in business. I never heard

of the Celluloid Company putting out a product

competing with liquid wood.

I know that Mr. Kritchevsky and Carl Schultz of

Chicago, Illinois, who obtained a patent that we

tried to get an interference with are not putting out

a competing product.

I haven't seen Magic Wood lately. The only place

I ever saw that product was in Woolworth's, and

it is no longer there.

I can't say that our own product is sold by Sears

now at a much lower price than it is sold at the

hardware stores. I was in Sears Roebuck store in

Tacoma this week and our cans were selling for 35^.

I don't know whether this is true generally through-

out the United States.

I don't know whether this Kelex Wonder Wood
is still in business. Dandy Wood agreed to discon-

tinue and we have no evidence to the contrary. I do

not know that they have, but I have no evidence or

information that would lead me to believe otherwise.

They definitely agreed to discontinue the product
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and until I see evidence of a sale, I take it for

granted that they have.

The Arco Manufacturing Company agreed to dis-

continue. The makers of -both Dum Dum and Arco

Dum Dum as I recall it both agreed to discontinue.

As to Three Star Wood Cement, T have no record

of them among those that agreed to discontinue.

They may still be in business. I have no evidence

from any of our sales force of having seen any of it

recently.

Fixit Mending Wood agreed to discontinue. We
have had no evidence to the contrary or that they

are still selling. [166]

Home's Patching Wood agreed to discontinue.

We have no evidence otherwise.

Our salesmen are instructed to send us samples of

competing products on the market. The dozen and

a half concerns that are still manufacturing are

pretty generally scattered. I would say most of them

are scattered in the East and Middlewest.

As to why this suit was not instituted directly

against the Webb Products Company instead of Pa-

cific Marine Supply Company was left entirely to

our attorneys;. I don't know why he chose Pacific

Marine Supply Company. I do not know whether

any of our salesmen called upon Mooseheart-Schlee-

ter Company of Houston, Texas, and threatened

that concern with an infringement suit if they con-

tinued to sell competing j^roducts. I do not know

whether any of our salesmen ever called upon the
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Pittsburgh Plate Glass Company of Los Angeles,

California, and made a threat of patent infringe-

ment. Nor do I know whether such a threat was

made against the California Hardware Company of

Los Angeles. I know we called on them—I called on

them, I did not notify them that we had the patent.

I don 't recall any conversation regarding the patent.

I do not know anything about our salesmen calling

upon the Huffman Hardware Company in Los

Angeles. I called on them and telephoned. I did not

mention any patent to these concerns. I did not

leave any of our reprints. They may have been

mailed to them, I can't answer as to that. I do not

know whether any of our salesmen called on Pick-

ering Lumber Sales Company of Kansas City, Mis-

souri, and left reprints with them.

Q. In fact, there are just about as many con-

cerns who have disregarded the patent and con-

tinued to manufacture in defiance of it as there are

who have to discontinue'? Isn't that true'?

A. I do not think the number of companies

manufacturing [167] today is as large as the niimber

who have agreed to discontinue.

Q. That is the number that is manufacturing

today?

A. The ones that I know of are all manufacturing

today.

The number that have agreed to discontinue ex-

ceeds the number that are manufacturing that we

know about. There may be some we don't know
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about. None of the concerns ever informed us when

they agreed to discontinue, that the competition

against advertising of that character was too stiff

for them to continue in business.

(The phiintiff then offered letters marked for

identification Plaintiff's Exhibit 57, forwarded as a

I^hysical exhibit.)

Mr. Miller: I wish to object to the introduction

of these letters as obviously it is merely a proposal

to compromise any differences of opinion as between

the intervener, Webb Products Company, and this

concern.

The Court : What is the purpose of it ?

Mr. Dike : The purpose is to show that the defend-

ant asked for a license as a part of the negotiations,

which he brought out himself.

The Court: Objection sustained.

Mr. Dike: Exception.

The Court : Allowed. [168]

The A. S. Boyle Company purchased the Addi-

son-Leslie Company and took over this patent appli-

cation in 1930. When we bought it, I made a very

careful resiune of it and we were negotiating with

the company and then we turned it over to the attor-

neys to carry on from there.

I knew in 1930 that the application had been de-

nied with the exception of one or two narrow claims

that are not even in issue in this case.

Q. And you considered the fact that the exam-
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iner had denied the appHcation, in establishing a

purchase price, did you?

A. We took it to our attorneys and they assured

us that we could very likely secure the patent.

I don't know that I personally looked over the

record of the application and saw that it was denied

by the Examiner at the time we purchased it but

I read the attorney's opinion. I think I knew at

that time that the Board of Appeals in the Patent

Office had turned the application down.

Q. And with an application that had been denied

by this tribunal in the Patent Office, you say that

was the principal asset worth half a million dollars ?

A. We relied on our attorneys' opinion that the

patent still would be granted.

Q. And just what was the trade-mark "Plastic

Wood" valued at in your arrival at the price of

$720,000?

A. We made no calculation trying to divide be-

tween physical assets, trade-marks or patent.

I didn't say that we merely wrote off the trade-

mark "Plastic Wood" as having no value at all. I

said we made no calculations trying to arrive at a

division as to what part was patent, trade-mark or

physical assets or goodwill. It is rather difficult

to answer how we arrived at the price of [169]

$720,000 because an agreement to purchase of that

size and kind and character is usually a matter of

gradual agreement on both sides.
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Q. Was the trade-inark "Plastic Wood" valued

at tiny time?

A. I would certainly say it was.

I wouldn't say that it was the most valuable

asset but that it was of value. I wouldn't say where

to put the proportions as between the trade-mark

and the patent application. I don't think anybody

could put proportions on that. It is like a three-

legged stool.

Q. If I understand correctly then, on the

strength of your attorney's opinion, that he thought

that he could get a patent even though the examiner

and the Board of Appeals had denied his applica-

tion, that you valued that as the principal asset

towards the $720,000 that you paid to the Addison-

Leslie Company?

A. I would say one of the principal assets.

Q. Well, what were the others?

A. The other principal asset would have been

the trade-mark.

Q. And what was the other one? Were there any

more ?

A. Well, there would be the mere asset, the

physical asset.

I was not present at the trial that took place in

the Supreme Court of the District of Columbia.

[170]
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RAY B. MILLER

called on behalf of plaintiff testified as follows:

Direct Examination

By Mr. Dike:

I am 44 years old. I am a salesman, Northwest

representative of The A. S. Boyle Company. I re-

side in Seattle. I have been connected with The

A. S. Boyle Company since 1922, selling The A. S.

Boyle Company products in Oregon, Washington,

and British Columbia. In that connection I have

had occasion to become familiar with the general

trade in such materials.

I find that Cooperage companies use Plastic

Wood more or less in the filling of knot holes and

blemishes in the placques and barrels that come

through that otherwise would be rejected. Two
other companies here who make placques and bar-

rels and such as that use Plastic Wood to fill in the

knots and blemishes in the wood. It enables them

to put the particular placque or the the particular

plank through as a first class piece rather than

being rejected otherwise it would be thrown out.

That is, it would be rejected.

I have here one of the placques or planks which

have been mended. This spot here has been mended

with Plastic Wood. I did not see it filled. I have

seen many of them filled though. This stave is rep-

resentative of what I have seen manufactured.

Posey Manufacturing Company at Aberdeen made

that placque. They are purchasers of Plastic Wood.
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I have seen it used at their factory for repairing

placques. We have had difficulty in getting the exact

shade which they wanted to work on with this type

of placque and we have made a special colored wood

for them. The Plastic Wood which we furnished

was the exact appearance of that when the placque

was completed after being filled with Plastic Wood.

[171]

I first began working that territory for The A. S.

Boyle Company in 1926. Before that I had been in

the hardware business since 1922. The first time

I contacted anything in the form of Plastic Wood
was when the Addison-Leslie Company were manu-

facturing Plastic Wood. Prior to that I did not see

anything in my territory which could be used for

the same purpose for which Plastic Wood can now

be used.

Cross Examination

I never saw anybody around a cabinet factory or

wood working shop take some glue and wood saw-

dust and mix them up and make a putty of it. I

never saw that done anywhere at any time. I never

saw anybody make up a putty with wood sandings

and glue to putty up anything.

My experience around cabinet making shops has

been that they used Plastic Wood. I never went into

a cabinet making shop prior to 1920. I don't know^

what was done then. This is the first artificial wood

I know of. Cooperage companies have been using

Plastic Wood for the last four or five years that
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I know of. I introduced Plastic Wood to these

cooperage companies to some degree. I worked with

them on it. I did not teach them how to use it

entirely. They had been using it to some degTee

previous to my working with them on it. Prior to

the time that I taught them how to use Plastic

Wood they had been using a substitute wood or

wood that amounted to the same as Plastic Wood or

similar to Plastic Wood but it did not work satis-

factorily. I don't recall exactly what that material

was. It was in bulk in a can. I don't know what

the brand was at all. The first I saw that was about

four years ago. I can't remember the brand name.

I don't know what these cooperage companies were

using in 1922. I hadn't contacted them previous to

1930. It was about four years [172] ago that I con-

tacted the cooperage companies endeavoring to get

them to use Plastic Wood, showing them the ad-

vantages of Plastic Wood where the placques came

through with holes and knots in them and some of

them otherwise would be rejected. [173]

DEFENDANT'S EVIDENCE

The defendant offered in evidence the following

interrogatories

:

Interrogatory 25: ''Did Manfred Ethelwold

Griffiths or his associates or representatives institute

an action under the provisions of Section 4915, Re-
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vised Statutes of the United States, in the Supreme

Court of the District of Columbia, entitled 'Man-

fred E. Griffiths, et al., vs. Thomas E. Robinson,

Commissioner of Patents, No. 50185,' in order to

secure the granting of United States letters patent

No. 1,838,618?"

A. ''Yes."

Interrogatory 26: "If the answer to the pre-

ceding interrogatory is 'Yes,' were any other refei*-

ences introduced in evidence in the trial of that

action for consideration by the Court besides the

following

:

United States patent Hyatt & Blake, 89582,

May 1, 1869;

Reagles, 311,203, January 27, 1885

;

Merrick, 1,203,229, October 31, 1916;

Black, 1,294,355, February 11, 1919;

Hinze, 1,594,421, August 3, 1926;

Grawl, 1,652,353, December 13, 1927;

Ellis, 999,490, August 1, 1911;

British Patents

Bulling & Reese, 169,177, December 18, 1822

;

Mennens, 2,775, November 13, 1860."

A. "No."

Interrogatory 28: "If the answer to interroga-

tory 25 is in the affirmative, was a sample of the

composition disclosed in the Merrick patent. No.

1,203,229, placed in evidence or disclosed to the

Court during the trial of this action?" [174]

A. "Yes."
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(The defendant then offered in evidence an un-

certified copy of the file wrapper and contents of

the Griffiths application for which a certified copy

was substituted after the trial was completed. This

certified copy was substituted for the uncertified

copy which was tentatively received in evidence as

defendant's Exhibit A-5. This is forwarded as a

physical exhibit.)

(It is stipulated subject to correction by refer-

ence to the original exhibit that the references made

of record by the Patent Office in the Griffiths appli-

cation were as follows:

1. In the Office Letter of July 11, 1924,

paper #2

Eckstein 458,157 Oct. 25,1891

Dietz et al 133,969 Dec. 17, 1872

Jarvis 329,313 Oct. 27,1885

2. In the Office Letter of Feb. 14, 1925,

paper #4

Reagles 311,203 Jan. 27,1885

Wills et al 1,187,890 June 20, 1916

3. In the Office Letter of Sept. 8, 1926,

paper #8

Mennens (Br.) 2,775 Nov. 13, 1860
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4. In the Office Letter of Oct. 31, 1927, paper

#13

Ellis 999,490 Aug. 1,1911

Balke et al 1,468,222 Sept. 8,1923

Lindsay 1,493,207 May 6,1924

Ritschke 1,497,028 June 10, 1924

5. In the Office Letter of May 24, 1928,

paper #16

Hyatt 89,582 May 4, 1869

Merrick 1,203,229 Oct. 31,1916

Bkick 1,294,355 Feb. 11,1919

Hinge 1,594,521 Aug. 3,1926

Graul 1,652,353 Dec. 13,1927

Bulling (Br.) 169,177 Dec. 18,1922

[175]

(The defendant offered in evidence a copy of the

decision of the Board of Appeal? which was ad-

mitted as defendant's Exhibit A-6. This is repro-

duced in the Bk. of Exhibits. The copies of the

following patents and publications were offered in

evidence and received and marked as indicated.

They are reproduced in the Bk. of Exhibits.

United States Patent to Pierson Xo. 65,267,

May 28, 1867—Defendant 's Exhibit A-7.

United States Patent to Merrick Xo. 1,203,229,

October 31, 1916—Defendant's Exhibit A-8.

Copy of page 785 of "Engineering" dated Dec.

9, 1921, Defendant's Exhibit A-9.

British Patent to Oblasser dated Oct. 25, 1892

No. 19,242—Defendant's Exhibit A-10.
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British Patent to Thompson No. 27,534, Nov.

23, 1897—Defendant's Exhibit A-11.

United States Patent to Black No. 1,294,355,

Feb. 11, 1919—Defendant's Exhibit A-12.

United States Patent to Eckstein, No. 458,157,

August 25, 1891—Defendant's Exhibit A-13.

United States Patent to Dietz et aL, No. 133,-

969, December 17, 1872—Defendant 's Exhibit

A-14.

United States Patent to Ellis, No. 999,490, Aug-

ust 1, 1911—Defendant's Exhibit A-15. [176]

United States Patent to Graul No. 1,652,353,

Dec. 13, 1927—Defendant's Exhibit A-16.

British patent to Mennens No. 2,775, dated

1860 Defendant's Exhibit A-17.

United States Patent to Arnold No. 1,195,431,

August 22, 1916—Defendant's Exhibit A-18.

United States Patent to Lindsay No. 1,493,207,

May 6, 1924—Defendant's Exhibit A-19.

United States Patent to Hyatt and Blake No.

89,582, May 4, 1869—Defendant's Exhibit A-20.

United States Patent to Balke No. 1,468,222,

Sept. 18, 1923—Defendant's Exhibit A-21.

United States Patent to Reagles No. 173,865,,

Feb. 22, 1876—Defendant's Exhibit A-22.

United States Patent to Jarvis, No. 329,313,

Oct. 27, 1865—Defendant's Exhibit A-23.

United States Patent to Dunwody and Wills,

No. 1,187,890, Jmie 20, 1916—Defendant's Ex-

hibit A-24.

United States Patent to Ritschke No. 1,497,028,

June 10, 1924—Defendant's Exhibit A-25.
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British Patent to Bulling and Reese No. 169,-

177, dated Dec. 18, 1922—Defendant's Exhibit

A-26.

United States Patent to Kritchevsky Xo. 1,759,-

907, May 27, 1930—Defendant's Kxhi])it A-27.

Mr. Miller: I might explain that this ))atent (the

Kritchevsky patent) is not offered as prior art, but

to explain, and very ])riefly to the Court the nature

of the patent that Griffiths endeavored to get into

interference with while his application was pend-

ing, and it has a bearing on the interpretation of

the claims that he now has.

Two British Patents to Parks Xo. 2,675, Oct.

28, 1864, and No. 1,614, May 16, 1868. The

latter patents were introduced as illustrative of

the state of the art and were marked Defend-

ant's Exhibit A-28.) [177]

HENRY C. ROLLER,

a witness called on behalf of the Defendant, testi-

fied as follows:

Direct Examination

By Mr. Miller:

Q. What is your full name?

A
Q
A
Q
A

Henry C. Roller.

Your age?

Fifty-eight.

Where do you live?

In Glendale, California.
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Q. What is your present occupation *?

A. I am carrying on some development work in

connection with some special applications of ship's

bottom protection.

Q. State what your qualifications and experience

has been in connection with nitro-cellulose composi-

tions.

A. Well, approximately in 1896 I first became

interested in cellulose through connections with the

original American Viscose Company process, which

was brought over from England by Cross & Bevan

and put in the hands of Arthur D. Little of Boston,

Mass. as their advising chemist.

About the same time I began receiving my edu-

cation as an industrial chemist at Columbia Uni-

versity. From that I became associated with the

Celluloid Company in Newark, New Jersey, who are

manufacturers of celluloid, as one of their superin-

tendents, and for a few years I held that position

until another position in the same company, as de-

velopment engineer in charge of their development

department, was added to what I was already doing.

The first department was purely manufacturing.

That position necessitated intimate knowledge of all

the processes of manufacturing celluloid, its appli-

cation, what other people were doing, both in this

country and abroad, to see [178] whether we could

exchange ideas or possibly better themselves.

In other words, familiarizing myself with the in-

dustry from both the manufacturing point of view
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and from the point of view of imi)rovements as they

were bomid to come along. That position I held

for thirteen or fourteen years, possibly.

I was called away from the Celluloid Company to

use what knowledge I might have for war work, as

to the protection of balloon fabrics, which were giv-

ing the government a great deal of trouble on ac-

count of the excessive loss of gas. And with that I

lost connection with the Celluloid Manufacturing

Company, but, as a celluloid man, I have kept in

touch with it, not from the celluloid point of view

but from the lacquer point of view, which is an en-

tirely separate and distinct branch of the nitrate

business.

Q. Over what period of time were you employed

by the Celluloid Company ?

A. From about 1904 or 1905 to 1917—somewhere

along in there—1917.

Q. Did you have occasion while employed by

that concern to visit European manufacturers of

nitro-cellulose products and celluloid products?

A. Yes.

Q. And what did your work with the Celluloid

Company during that period of time generally con-

sist of?

A. Well, from the manufacturing end. The one

department, I might explain, was that in the pro-

duction of their camphor, and that became so easy

that they wished on me this other position or job, to

carry on their development department, and that
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meant, of course, that I had to do and to know
everything concerning the manufacturing details,

from their acid mixtures through their washing

operations down to the bleaching process, coloring,

[179] moulding, finishing. In other words, all the

things for which celluloid was used.

Q. Have you ever testified in a patent infringe-

ment suit before, as an expert witness ?

A. No.

Q. Do you recall any books that you have read

pertaining to nitro-cellulose and nitro-cellulose com-

pounds 1

A. Oh, yes. There have been many of them. The

usual custom is to confer with the standard, a book

by Worden which came out around about 1911, to

which you can refer pretty nearly any problem that

you may have in this one line. And then there are

publications constantly coming out, Glerman publi-

cations, the Society of Chemical Industry publishes

a periodical, in which a separate section is devoted

to that sort of thing ; various German books, various

translations of French and German.

Q. Will you speak briefly how nitro-cellulose is

prepared ?

A. Broadl.y, the operation consists of submerg-

ing a pure form of cellulose, such as cotton, as has

been testified before, in a definite mixture of sul-

phuric and nitric acids. In detail, the thing is quite

involved, because, depending upon the use that you

want to put your finished product to, your propor-
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tion of acid, your time and your temperature arc

variable so that the thmg is rather complicated; and

to give the whole thing in a mitshell, is just impos-

sible.

Q. About how many nitro-celluloses are there?

A. Well, figuring back as to that time, there was

the gun-cotton which both the Army and the Navy

kept within very strict nitrogen limitation ; the old

collodion cotton, which continued a long while after

its photographic use for collodion; then coming

down to our own industry, what we call the film and

varnish pyroxylin. Then there is what we call [180]

roll material, from which plastic things are made,

where the material is formed in blocks and shaved

off.

And, again, that is subject to modifications de-

pending on whether you want to use the thing for

imitation ivory or for clear sheets or for special

things; and in those days they used a great deal of

it for the coating of ladies' dress stays, which had

to be a particular form of nitration.

Q. Prior to 1916 what w^ere the generally recog-

nized solvents of nitro-cellulose ?

A. Oh, that depends, again upon what you want

to use it for,—wood alcohol, ether, grain alcohol,

acetone, amyl-acetate and aJym -alcohol.

Q. Have you read and become familiar with the

Griffiths patent, that is the patent in suit here?

A. Yes.
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Q. In a composition of that character is there

any advantage in nsing as a solvent for the nitro-

cellulose acetone in place of alcohol and the ether"?

A. Yes. Where they specify "celluloid scraps"

it is a better solvent and a quicker solvent than the

ether-alcohol mixture would be.

Q. After the composition is prepared and is

ready to apply to filling a depression in wood, does

it make any difference whether you use acetone or

alcohol and ether for a solvent for the nitro-cellu-

lose?

A. Not a bit, because it all evaporates.

Q. Have you read the Pierson patent, No. 65267 ?

A. Yes.

Q. What sort of a binder does Pierson describe

near the bottom of the first column of page 1 of his

patent? What kind of material is that described?

A. At the bottom of page 1? [181]

Q. Bottom of column 1, page 1 ?

A. Well, he speaks here of "The pyroxyline is

fully soluble in ether and alcohol, etc., while for my
plastic agent the first of the above-named processes

was quite unfitted for my purposes, explosiveness

being very undesirable for the plastic manufac-

turers, and so, also, the variety of pyroxyline or

gun-cotton used in the photographic art", the col-

lodion to which I referred a moment ago. Any one

of these would form a gelatinous, sticky binder

which would flow together with any filler which

might be added to it.
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Q. He mentions collodion?

A. Yes.

Q. Is that a nitro-cellulose?

A. Yes.

Q. Is that a nitro-cellulose of such a nitration

as is suitable for a plastic wood?

A. Yes, it could be used for that.

Q. How about this pyroxyline that he mentions ?

Is that a nitro-cellulose?

A. It is.

Q. Is that of a character that can be used as a

binder for Plastic Wood?
A. Yes.

Q. I notice he mentions xylodine. What is that

material ?

A. That is the British name for celluloid.

Q. Is there a disclosure that you have noticed in

that patent in making up a plastic composition simi-

lar to Plastic Wood?
A. Well, there is. Here he speaks on page 3, the

first colmmi of page 3, of taking a ])lastic, alcohol,

ether, charcoal powder, and in place of the carbons,

he indicates lamp black. "Lamp black or plumbago

may be substituted for the [182] charcoal, sawdust,

straw or any vegetable powder or fibre may also be

substituted for the charcoal "

Mr. Dike: Will you designate the place? I am
not sure. Can you give us the paragraph?

A. It is the second full paragraph on the third

page, not considering the first partial paragraph.
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Mr. Miller: Q. What do you understand Pierson

refers to by his 'Aplastic" as used in that para-

graph ?

A. Why, the natural assumption would be that

of having taken pyroxyline in some form, either as

collodion cotton or pyroxyline and adding enough

solvent to gelatinize it.

Q. I notice here on page 1, column 1, a second

paragraph here states how he procures this ma-

terial that he designates "plastic" by taking cot-

ton, hemp, flax, grass, wood, starch or other equiva-

lent vegetable matter, by acids * * * to soften,

modify and render soluble" these materials; and

then, in a corresponding paragraph directly opposite

in column 2 he describes taking the cotton fibre and

immersing it in nitric acid or a mixture of nitric

and sulphuric acids to obtain a plastic. What sort

of materials do you judge from that is plastic to be,

mineral? Or is that nitro-cellulose

?

A. A nitro-cellulose, of course.

Q. Is there any disclosure in the Pierson patent

that the nitro-cellulose that he uses is the nitro-

cellulose having a higher nitration than that of

gim-cotton ?

A. Only that he warns you that the higher nitra-

tion, that is to say the one which is in the explosive

or gun-cotton class, is not desirable on account of its

solubility and on account of its danger.

Q. Now on page 2, column 1, near the top of that

column, in fact the first paragraph, beginning in
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this column, Mr. Pierson states that "In practice, I

propose to produce the [183] fabrics above named

by mixing the plastic and solvents with mineral and

vegetable powders, as sand, powdered stone, glass,

brick earthenware, etc., carbonates of lune, sawdust,

charcoal, and other carbonaceous substances." What
composition, in simple language, do you understand

he aims to make in that paragraph?

A. A plastic.

Q. Containing what?

A. Containing pyroxylines which have been re-

duced to a gelatinous form, and enough of these ad-

ditive products, powdered stone, glass, brick, earth-

enware, carbonates of lime, sawdust, charcoal, to

make the kind of a paste that he wants.

Q. What is this plastic composition that he

describes in the middle paragraph of column 1, page

3? Is that a thin liquid, do you understand, from

the proportions given?

A. That depends upon the proportions of sol-

vent that he uses with relation to the degree of

nitration or the pyroxyline he uses. If he uses a

pyroxyline which is moderately solul)le in the mix-

ture of alcohol 4, ether 4, why he will have a limpid

solution. If it is difficultly soluble it will merely be

more solid.

And may I make a side remark here in that

respect? In dissolving the nitro-cellulose it is pos-

sible to make a very, very thin solution and recover

the cellulose in the form in which it was first put in
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the solvent. In other words, the fibres will come

back as fibres and one can quite often identify the

source of material used in making the pyroxyline

by throwing it out of solution that way and wash-

ing and recovering the cellulose.

Q. Then you understand from that particular

paragraph, do 3^ou, that the composition that he pro-

poses to make that [184] is useful for statuary and

mouldings is one of the nitro-celluloses lower than

:

gun-cotton, 1 part, alcohol 4, ether 4, and a filler

which may be charcoal, sawdust, straw, or vegetable

cotton ? Is that correct %

A. It is.

Q. Now, I notice in this formula that Mr. Pier-

son gives he states that charcoal powder or its equi-

valent, sawdust or vegetable powder is to be used

1 to 16 parts. Suppose that we have one of these

filling ingredients Pierson in that formula has only

one part—that is we have only one part of sawdust

in that formula, what percentage by weight would

the sawdust have in that composition ?

A. Well, if you are measuring that all out by

volume to begin with, obviously your relation of

your product to your other ingredients would de-

pend on the specific gravity of the material you

use. As he speaks of "parts" as identical, we pre-

sume he is taking them all by weight. Then, under

those conditions, he is giving you a total of ten

parts and one part of sawdust, so he has got one

part of sawdust in ten.
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Q. Or 10% ?

A. Yes.

Q. Supposing that be Lad two parts sawdust you

would have eleven total parts, of which two parts

w^ould be sawdust?

A. Exactly.

Q. And that would compute out about 18% or

thereabouts %

A. Whatever it is. I have not calculated it.

Q. I notice that Pierson suggests that oil may
be used to advantage in that composition. What
would be the effect of adding oil to a composition

of nitro-cellulose 1 part, alcohol 4, ether 4, and saw-

dust, say 4 parts'?

A. Well, after the solvents had been driven off

your resulting mass would be more plastic by rea-

son of the [185] softening action of the oils in there,

assuming that you use any of the ordinary oils that

are used, i.e., castor oil, linseed oil, rapeseed.

Q. Does the presence of the oil in compositions

of that character have anything to do with the brit-

tleness of the ultimate composition?

A. Yes.

Q. What effect does it have on that?

A. It reduces the brittleness.

Q. Do you know whether or not it was well-

known, say prior to 1915 that in nitro-cellulose com-

positions castor oil could be used as a material for

reducing the brittleness of nitro-cellulose composi-

tions ?
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A. It was the accepted material to use in cellu-

loid.

Q. Now, referring to claim 5 of the Griffiths!

patent, do you have in the Pierson patent a descrip-

tion in that lower paragraph of column 1, page 3,

"A doughy, putty-like plastic composition compris-

ing nitro-cellulose in solution, contaming a volatile

liquid and a finely-divided cellulose filler'?"

A. Yes, you do if you used your sawdust or

straw or vegetable powder which Pierson specifies.

Q. Now, is that composition of such proportions

that it will harden upon mere exposure to air to sub-

stantially the rigidity and solidity of wood ?

A. Yes.

Q. What will be the appearance of that composi-

tion as compared with the plastic wood, when the

charcoal is used?

A. If charcoal were used, your finished mass will

be black. In other words, each one of these fillers

which I specified will give you the general appear-

ance and character of the filler you use. If you use

sand, you will get a hard, gritty substance; if you

use light, soft filler you will get a [186] light-colored

material, because the binder itself is almost color-

less.

Q. When you refer to "binder" what do you

mean ?

A. I mean the nitro-cellulose which has been

plasticised or dissolved by the solvent.

Q. Referring to Claim 6 of the Griffiths patent,

do vou have in the Pierson disclosure as made in
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this same paragraph a doughy, piitty-like plastic

composition comprising nitro-cellulose in a solution

containing a volatile liquid and a finely-divided cel-

lulose filler?

A. Yes, you do excei)t for the proportions that

we just spoke of a minute ago here where you have

—only 18%. You would have the same conditions

with 18% cellulose filler.

Q. You see no distinction between the composi-

tion as defined by claim 6 of Griffiths and what is

described here in the middle of the first column of

page 3 of Pierson?

A. They are substantially the same.

Q. Wherever Pierson has more than two parts

of his sixteen filler present, why, he will then have

in excess of fifteen parts by weight of the whole

composition. Is that true?

A. Yes.

Q. Referring to claim 8 of the Griffiths patent,

does the comiDosition as defuied by this clause differ

from what is disclosed in the Pierson j)atent at these

paragraphs we are referring to?

A. Pierson merely mentions an oil whereas Grif-

fiths mentions a "non-drying oil", an oil that would

not dry by exposure to air, like linseed oil as against

castor oil or olive oil.

Q. What is the distinction between a drying oil

and a non-drying oil?

A. Drying oils are those which will oxidize and

dry [187] if exposed to the weather whereas non-
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drying oils whicli undergo the same treatment will

not oxidize, but will remain fluid. Castor oil is a

type of non-drying oil and linseed oil is a type of

the drying oils.

Q. Do you know of any reference books or

patents wherein castor oil has been suggested as a

means for ameliorating the brittleness of the nitro-

cellulose composition '?

A. Well, that book you mentioned this morning,

Bockman, spoke of it.

Q. I hand you a copy of Bockmann and ask you

to designate where he suggests using castor oil.

A. On page 1 of his introduction—this book was

published in 1907—at the top of the page he says:

"To ameliorate the hardness and brittleness which

unfits it for certain uses, the product is kneaded

with castor oil, cottonseed oil or other fatty oils."

And he refers back to Parkesine method.

Mr. Dike : Q. What page is that on ?

A. That is the first page of the introduction in

Bockmann.

Mr. Miller : Q. Is there a disclosure on that page

incorporating that castor oil and nitro-cellulose ?

A. Yes, because he says: "Parkesine is interest-

ing as the forerumier of celluloid, and its prepara-

tion and application must therefore be dealt with.

The inventor prepared it by mixing anhydrous wood

naptha Avith gun-cotton, and thus obtained a solu-

tion suitable, according to its consistency, for pur-

poses ranging from waterproofing clothing to the
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insulation of telegraphic wires, manufacturing of

tubes, etc."

And then he goes on to state about amelioration

of hardness and brittleness and he adds some of

these uses. He speaks of Parkesine as being the

more adaptable to celluloid. [188]

Q. Can you refer to any statement that makes

use of nitro-cellulose composition in which castor

oil is used for that purpose?

A. Well, Pierson mentions it, for one. In fact

pretty near all of them do because it is such a com-

mon thing. It is like putting

Q. Referring to the Parkesine patent—or the

Parks patent.

A. Parks is again one of the earlier ones.

Q. Do you find any disclosure in any of them

advocating the use of castor oil in a nitro-cellulose

composition to reduce the brittleness?

A. Well, in the Parks.

A. Just a second. I have a photostatic copy here.

This is the one, 1864, and the number is 2675, and

on line 35 of ])age 3 he says: "The gun-cotton com-

pound I have used alone. It, however, became too

hard and brittle to be uniformly employed for cer-

tain purposes. To avoid this I kneaded with it in a

mixing machine castor oil or many other similar

oils."

Q. Could there be any other ]3urpose for adding

oils to the composition that you described, other than

to reduce the brittleness of the nitro-cellulose ?
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A. Not of an oil of that nature and I do not

know of any—there are certain blended oils which

added to the pyroxyline solution contribute a little

bit of toughness.

Q. That would be the sole purpose of adding oil

to that composition he describes?

A. Yes.

Q. Now referring to claim 11.

The Court : The witness seems to make some dis-

tinction between "toughness" and "brittleness."

A. May I say this: Brittleness is friability,

where [189] a thing will snap off. Toughness might

be something Avhere an article will stand repeated

flexing without breaking.

The Court : That is brittleness raised to the Nth

degree ?

A. It is more than that. You have noticed pos-

sibly, where you want to break a piece of metal and

haven't anything to cut it with, and some pieces you

have to bend back and forth before they break. The

longer it takes before they break off, the tougher

they are. It is probably more a matter of degree.

Q. Mr. Roller, I wish you would explain to the

Court how your experience in comiection with the

celluloid industry has any bearing or relationship to

plastic compositions, such as are disclosed in the

Griffiths patent?

A. Celluloid and plastics such as you have asked

about are so closely connected that one automatically

leads to the other. For example, plastic materials
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such as these are nothing more than nitro-cellulose

AWth a larger amount of solvent for making moulds

and things of that sort as against practically the

same sort of compositions with less solvent so that

they may be ])ut through the process of manufac-

turing celluloid with the minimiun loss of solvent.

Q. And how is most commercial celluloid made?

A. You are speaking of celluloid?

Q. Yes. How was it made while you were work-

ing with the Celluloid Company?

A. By taking nitro-cellulose which has been ni-

trated to that degree of nitration which has been

found by experience to be the best suited for a spe-

cific objectiA'e. Let's cite an example, Ivory: That

is nitrated so that one will get a specific degree of

nitration, which was at that time called solubility.

It was then after it had dried, mixed with camphor

which sometimes [190] runs from as much as 30 or

407c of the origmal weight of the cellulose. These

two are mixed together mechanically, dried and put

into containei^ and the desired amount of solvent,

which might be alcohol or a mixture of alcohols, and

allowed to soak. That is to say, because the amount

of solvent was so relatively small, the peneti'ating

time is longer. After the soaking period, which is a

matter of a day or two, this very tough but still

gmnmy material was cut up in the right sized

batches, or weights for batches, and put on hot rolls

and manipulated so that the mass was made homo-

geneous At the same time he solvent was driven off.

i
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The reason for the heated rolls was that heat, plus

the camphor, plus the solvent, hastens the formation

of a uniform material which can be taken and piled

up into what are known as chases or forms, (mere

iron boxes) to the depth of about 6 inches. This is

then put under hydraulic pressure, heat again ap-

plied, so as to make the mass one entire solid body;

and, depending upon whether you wanted sheets of

a given thickness, the solvent remaining was allowed

for subsequent operations.

The block was run through a machine, a planer

with a large knife, and sheets shaved off and hmig

up. This means that when all the solvent has been

driven off, they are returned to the further process

or operation, where they are polished or cut or

moulded for whatever purpose they want them for.

Q. In both the manufacture of celluloid and the

manufacture of a plastic composition, such as dis-

closed in the Griffiths patent, we are dealing with a

substance that has nitro-cellulose as a base or bmder

for a starting point? Is that correct?

A. That is correct.

Q. And in both of them we are adding solvents

and fillers of various kinds ? [191]

A. Exactly.

Q. Now, referring to claim 11 of the Griffiths

patent, do you have a copy of that patent ?

A. I have it right here.

Q. How does the composition as defined by that

claim differ from the disclosure that is made in the

Pierson patent?
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A. They are substantially the same.

Q. And it differs in what, if any, respect?

A. Well, merely in the fact that they use a

slightly different solvent which will bring about the

same result, as they will go off just the same, and

the oils which he mentions, says, "A non-drying

oil."

Q. In the Pierson patent you do have nitro-cel-

hilose in a solution that is volatile in part, at least,

do you not ?

A. Yes.

Q. And although this clause specifies a ketonic

liquor, what difference does that make in the com-

position of Pierson?

A. It makes no difference. It is a substitution of

one solvent for another.

Q. Say in 1915, was acetone, which is a ketonic

liquor, a well-recognized chemical equivalent of

ether and alcohol, insofar as its ability to dissolve

nitro-cellulose was concerned?

A. Yes, very well known.

Q. In this Pierson patent where he uses the saw-

dust or vegetable powder do we have a finely-di\aded

cellulose filler as called for by claim 11?

A. If he uses sawdust he would have a finely-di-

vided cellulose, yes.

Q. And suppose he uses vegetable powder?

A. He would still have it. [192]

Q. In the Pierson composition, is that of such a

character that it will
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The Court: Let me ask—"vegetable powder", just

what does that mean ?

A. A vegetable i)owder, I would take from the

description here, is nothing more than almost any

form of cellulose w^hich has been ground and cut or

in some method reduced to a form much finer than

it is in its natural state. For example, the cotton

fibre might normally be, let us say, one-half inch

long. By proper cutting, that is converted into what

is know^n as cotton flocks, where the fibre is reduced

to one-half or one-quarter of a millimeter, which of

course makes a powder out of it.

The Court: And ''vegetable powder" is such a

powder as has some different meaning than that

given it by a layman, where all parts of the vege-

table

A. (Interrupting) In other words, the pulp or

juicy materials of the vegetable have been driven

out by drying or some other means, possibly by ex-

traction, if it is water, until you eventually have

nothing but a fibre ; and this is, more than likely, a

technically improper statement. In other words, to

use it for chemical reaction would require more

than ])urification, as for example in the case of

linters, which is used for explosive purposes, they

are put through a rather long process to make them

])uve and ready for further operation.

Mr. Miller: Q. What is cellulose?

A. Cellulose is the generally-accepted term for

that part of the plant structure which forms what
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you might call the equivalent of nature's building

material for the construction of the plant, to make

the ultimate stems stronger or supple or stiff, or

whatever nature might have intended for them. In

other words, it is the material which forms the

greater part of nature's building material in plant

life. [193]

Q, Would you say that practically all vegetation

contains cellulose?

A. I believe it is correct to say that all vegeta-

tion contains it to some greater or less degree.

Q. ^ATien you speak of vegetation do you include

trees, so that wood is largely cellulose %

A. Yes.

Q. This vegetable powder that Pierson refers to

would necessarily be largely cellulose, would it?

A. Yes, I take it that.

Q. Now, w^hen Pierson makes up this composi-

tion of plastic, or nitro-cellulose, 1 part; alcohol 4;

ether 4; and sawdust or vegetable powder, 1 to 16,

does he have a composition there of such propor-

tion? as will harden upon mere exposure to air to

substantially the rigidity and solidity of wood, as

called for by claim 11 of the Griffiths ]3atent?

A. Yes, he would have.

Q. And can you tell what proportions he would

have to have of his sawdust or vegetable powder so

that the filler would be present in not less than fif-

teen parts by weight, as called for by Claim 11 of

the Griffiths patent?
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A. Well, he would obviously have to take some-

thing on which his solvent would react,—say take

one part of nitro-cellulose, four of solvent, and say

two-thirds parts of his filler.

Q. If he makes up a plastic with one part plastic

or nitro-cellulose, alcohol four, ether four, and saw-

dust two parts, or filler

A. (Interrupting) Let me see. That would fig-

ure up to 1, 4, 4 and 2 ?

Q. Yes.

A. Well, that would be about twenty some odd

percent, [194] wouldn't if?

Q. I haven't figured it out.

A. I haven't figured it out, either.

Q. But it would be in excess of fifteen parts?

A. Yes, it would.

Q. Referring to claim 15 of the Griffiths patent,

how does that claim differ from the disclosure made

in Pierson?

A. Well, he comes out and says specifically that

he wants to add to that castor oil and a resinous

bod}'.

Q. What sort of a solvent does Pierson use as

compared with the solvent Griffiths calls for in his

claim ?

A. Pierson uses, preferably, his mixture of ether

and alcohol as against Griffiths' solvent of wood

alcohol or methyl-acetone or some of the solvents

which came into use after the time of Pierson.
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Q. Pierson in this claim 13 refers to acetone,

doesn't be?

A. Pierson in claim 13?

Q. I mean Griffiths.

A. Yes.

Q. And that is the chemical equivalent of Pier-

son's solvent, alcohol and ether?

A. Yes. In other words, it is a solvent vi'hich

probably—I am not sure of this at all, but I pre-

sume that acetone was foimd to be a better solvent

after Pierson 's time.

Q. Now, what was the effect of the castor oil and

the "resinous body" that is specified in Griffiths'

clahn 13?

A. Castor oil has always been used in the cellu-

loid business to add to such compositions where

more than the normal amount of flexibility is

wanted. The resins are similarly used where some-

thing more than the natural—if you can call it [195]

that—the natural tackiness of the celluloid com-

position is wanted.

Q. What do you mean by ''tackiness?"

A. Tackiness is the adhesiveness or the ability

to adhere to something besides itself.

Q. Would you say that in 1915 anybody fa-

miliar with the composition as disclosed in Pierson,

if he wanted to increase the stickiness of his com-

position, that it would naturally occur to him to in-

troduce a small amount of resin for that purpose?

A. Yes, I think it would.
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Q. Suppose that he wanted to reduce the brittle-

ness, make the composition a little tougher, what

would he introduce for that purpose ?

A. If he were looking for cost, he would use

castor oil, or if he didn 't care so much about cost he

might increase his camphor content.

Q. Referring to claim 15 of the Griffiths patent,

how does the composition as defined in his claim

differ from what is disclosed in Pierson?

A. Well, nothing more than he gives proportions

there, while Pierson does not state.

Q. What proportions do you have reference to"?

A. He speaks here of limiting the amount of

wood filler to be used at
'

' Not less than fifteen parts

by weight."

Q. Pierson, when he uses in excess of two parts

sawdust, does, he have his wood filler more than fif-

teen parts by weight ?

A. When used in excess?

Q. Yes.

A. Yes, he would have.

Q. I notice in claim 15 that he specifies "A non-

drying oil." Is there any disclosure of that in

Pierson ?

A. Pierson merely mentions an oil, in his second

full [196] paragraph on page 3 and in the first para-

graph of the second column on page 2 he again men-

tions oil. Pierson says further down linseed oil or

turpentine maybe used. Now, linseed oil and cotton-

seed oils and castor oils were all Imown at that time

I
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and could easily be used as a means of softening

that.

Q. Is there any particular advantage in using a

non-drying oil in a composition of this character,

over a drying oil?

A. Personally, for some applications, I do not

see that there is because while it is true that castor

oil is quite soluble in the solvent used for nitro-cellu-

lose for the celluloid business, at the same time any

oil which we mix in to make a pliable mixture of

any kind would be likely to impart its flexibility to

whatever it went into.

Castor oil has a decided objection, that you can-

not add more than a certain amount because if you

do it oozes out and your product becomes smelly or

rancid or greasy. As an illustration, in the case of

the manufacture of old celluloid collars and celluloid

cuffs and shirts, anything over 7% would make

itself evident, and therefore 1% was never exceeded.

The usual percentage was around 4.

Q. How about the use of a mineral oil, such as

the ordinarv' lubricating oil? Would that be suitable?

A. There, the difficulty of getting it mixed into

a batch I imagine would be so great it would be

automatically abandoned.

Q, And with respect to Claim 15 of the Griffiths

patent you have disclosed the same thing in the

Pierson patent, with the single exception that Pier-

son does not distinctly specify a non-drying oil and
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Pierson does not include in this composition the

resinous body? Is that correct?

A. That is correct. [197]

Q. Referring to claim 16 of the Griffiths patent,

do you also find the same construction or the same

comiposition in the Pierson patent with the single

exception that Pierson does not include a resinous

body and does not distinctly state that his oil is a

non-drying oil?

A. That is correct, also.

Q. Do you find any distinction at all between the

composition as defined in claim 17 of the Griffiths

patent and the composition described in the Pierson

patent ?

A. No, because they both specify a dough-like

—

a composition for hole filling and filleting which be-

fore exposure to the air is dough-like and putty-like

and contains finely-divided wood, nitro-cellulose, a

common volatile liquid, and after exposure to the air

has a wood-like rigidity and solidity.

Q. This is true of Pierson, the patent you have

there ?

A. Both the same.

Q. With regard to claim 18 of the Griffiths pat-

ent, how does that compare ? How does the composi-

tion in that claim compare with what is described in

Pierson ?

A. Substantially the same.

Q. The limitations as to the wood filler, that the

w^ood filler shall be present between fifteen and 30
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percent by weight, is that within the limits defined

by Pierson of 1 to 16 parts of sawdust?

A. Yes.

Q. Now I notice that the Pierson ])atent makes

some other disclosures about using some other fillers.

Up here near the top of column 1, page 3, he says

that he proposes to make a composition of "plastic,

1 part; alcohol, 4; ether, 2; sand, 5". [198] Do you

know what kind of a composition that would make ?

A. Well, it would probably make a very hard,

gritty composition as against a soft, smooth com-

position if wood flour were used. More broadly

speaking, I should say that the character of the

filler that you used would be imparted to your com-

position. If you used black, gas black or charcoal,

you get a black stuff. If you used cork, you would

get a material which had some of the characteristics

of cork, both in color and in feel ; and so on, in using

iron filings or anything else that one might be fool-

ish enough to want to put in.

Q. Supi)ose that you used pine flour, very fine

pine sawdust, what would the composition be like

in that case?

A. Probably very similar to that where you used

the sawdust from any wood which is more or less

similar. Take, for example, spruce or poplar. The

amount of natural resins in fijie sawdust of that kind

I hardly think would be sufficient to impart their

resinous qualities to the product that you would
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make because these things there are present not in

an extractable form.

Q. Extract them from the solvent?

A. You could do it, yes.

Q. Supposing you included—instead of using

pine flour, suppose you took ebony.

A. Ebony is a great deal denser.

Q. How would your product be, then ?

A. Your product, in the same proportions, would

probably be a bit harder than that made from the

use of pine.

Q. That would be the color of ebony ?

A. Yes.

Q. Suppose you used vegetable ivory ?

A. That also would be tough, and hard, because

vegetable ivory is the material they used to speak

of—I have [199] forgotten. I am speaking about

1936 against something far back. That is the ma-

terial they used for making buttons. Consequently

your material would have to be of the hardness of

buttons.

Q. What is vegetable ivory?

A. Vegetable ivory is a gum—more a sort of a

nut. The thing looks very much like an avacado seed

and is allowed to dry until it becomes just as hard

as animal ivory, and that is used as a means of mak-

ing buttons—or used to be. I don't know whether it

is now or not.

Q. I notice near the bottom of that same column

Pierson proposes to make another composition by
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taking plastic, 1 part; alcohol, 4; ether, 2; and

chalk, 1 to 4. What kind of a composition would

that make?

Mr. Dike : Where is that ?

Mr. Miller : Column 1, page 3, near the bottom.

A. Well, that would make a white composition,

chalk being white ; and if you added too much of the

chalk it would be bound to make a mark because the

binder would not be there in sufficient quantities to

hold all of the filler.

Q. Would you say that practically any finely-di-

vided filler could be used in a composition of nitro-

cellulose or plastic and a mixture of alcohol and

ether and produce a composition that would have

the characteristics of the filler, when it was com-

pleted?

A. Provided only one thing, that the filler that

you used was not soluble in the ])a8te which you

make up using nitro-cellulose and the volatile sol-

vent for the nitro-cellulose.

Q. In the Griffiths composition does a chemical

reaction take place between the finely-divided wood

and the nitro-cellulose or the acetone or the benzol

or the toluol?

A. None that I can imagine. [200]

Q. The wood remains in there as wood particles

after the composition hardens?

A. Yes.

Q. And the same would be true if you use a
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sand tiller, that the sand would remain there as sand

particles ?

A. Yes.

Q. And the same would be true of chalk or any

other tiller?

A. Anything in which the filler is not soluble in

these solvents with nitro-cellulose.

Q. Now I direct your attention to page 75 of

''Engineering." Do you have a copy of that before

you?

A. Yes.

Q. Directing your attention to the article en-

titled "Plastic Wood," have you read that article?

A. I have.

Q. In that article he states that the Plastic

Wood is a collodion preparation. What do you

understand is collodion ?

A. Well, as I said yesterday, I think I would

understand collodion, as of that date, to be the de-

gree of nitration of cotton which is used either for

medicinal purposes or surgical purposes, similar to

*'new skin". Then for the old photographic pur-

poses where they used it in place of what was later

substituted in the form of a gelatin solution.

Q. Is it some form of nitro-cellulose?

A. It is a nitro-cellulose.

Q. Do they usually have a solvent when they

speak of it as collodion?

A. Collodion itself is generally accepted, I think,

as a solution. But collodion wool is the nitrated
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cotton from which collodion is made up. Collodion is

an ether-alcohol mixture. [201]

Q. Then what would be understood in the nature

of this composition described in this publication

when he states that the plastic would be "A collodion

preparation made with very fine w^ood meanV^

A. The inference would be that he had simply

taken nitro-cellulose and made a plastic or putty

out of it and filled it up with wood flour or wood

fibre, or wood meal, they call it, which I presume is

about the same as wood flour, possibly a little bit

coarser material than wood flour might be.

Q. Are the solvents generally used in making col-

lodion volatile ?

A. Yes.

Q. What sort of a solvent do they use ?

A. Ether and alcohol had been the accepted sol-

vent generally up to that time. I don't know what

they use now, if they use it.

Q. So that in this article you have a disclosure

of a i)lastic wood that is made from nitro-cellulose

and some kind of a volatile solvent and a finely-di-

vided cellulose filler'?

A. Yes.

Q. I will ask you to refer to the Thompson pat-

ent and explain to the Court what is disclosed in

that patent that has a bearing on the Griffiths com-

position.

A. Well, Mr. Thompson says that he uses "Dis-

solved or softened celluloid, which is a plastic ma-
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terial obtained by means of gun-cotton and cam-

phor, whatever may be its name, its preparation, its

mode of fabrication, its condition, or its composition,

forms the basis and constitutes the integral and es-

sential elements. It is previously dissolved or suf-

ficiently softened as hereinbefore stated in order that

one or more of the substances hereinbefore men-

tioned may be added."

And then he says tlie ''Mixture is usually made

whilst [202] cold by simple agitation.

"This improved paste-giun or coating to which

the inventors have given the name of 'Calfatine' is

usually of a brown color, but it may be made white

or of other suitable colors as desired,
"

Mr. Dike : What part of the patent are you read-

ing from?

A. I am reading from line 30 and downward.

"It is usually of a brown color, but it may be

made white or other suitable colors as desired, such

as blonde or wood-color, etc."

He details in his solvent where he uses acetic acid,

acetone, alcohol and essential oils for the liquid por-

tion of that mixture. His nitro-cellulose is celluloid.

Q. He has his nitro-cellulose in the celluloid?

A. Yes.

Q. That is where he gets it?

A. Yes. Incidentally, in all celluloid there is, as

I believe I said, a considerable portion of camphor,

which contributes largely to any solution process.

Q. And he uses as a solvent for his celluloid,

—

does he use acetone ?
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A. I will have to take the time to look and see.

Q. I direct your attention to line 20, I think it

is, of the complete specifications.

A. Yes, in line 18 it says: "This invention has

for its object the mamifacture of a water-resisting

and impermeable paste-gmn or coating which is ob-

tained by means of celluloid dissolved or simply

softened by one or more suitable solvents such as

acetone, acetic acid, ether, alcohol, or the like, pure

or mixed."

Q. Now, what sort of fillers does Thompson con-

template using in his solution of celluloid dissolved

or softened by [203] acetone, acetic acid, ether, alco-

hol, or other solvent ?

A- "Resins, oils, giuns, waxes or the like, vege-

table refuse or even talc, chloride of magnesium,

mineral or organic salt, vegetable, mineral or animal

powders. '

'

Q. Now the vegetable powder that he uses would

be largely cellulose, would it?

A. Yes.

Q. When he makes up his composition does he

have a composition in the form of the paste con-

taining nitro-cellulose in a volatile solvent and a

finely-divided cellulose filler which will harden on

mere exposure to air to substantially the solidity

and rigidity of wood?

A. Yes, he would.

Q. And suppose he uses this other filler talc,

chloride of magnesiimi or mineral or organic salts.

How would that composition appear?
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A. Those compositions would take on the

character of whatever filler he used. ^
Q. What is the consistency of the composition

which Mr. Thompson proposes to make? Does he

give you any indication as to that?

A. Well, with the celluloid I would say that he

would have something that was fairly stiff ; in other

words, a paste rather than a fluid.

Q. And does he give you any instructions as to

what he is going to use this composition for ?

A. He speaks of it as a coating.

Q. I direct your attention to line 25.

A. "This paste is intended either for sticking

articles together, such as wood, cardboard, cord,

fabrics, cork, leather or the like, or for covering

them over the whole or part of their surface with

an impermeable layer which protects them entirely

from [204] contact with and from the action of

water, whether fresh water, salt water, household

water, or the like."

Q. I notice down here in line 44 he also mentions

this material can be used ''for repairing articles

that are broken, or deteriorated by water, such as

old furniture, vehicles, wagon covers and the like."

How would this material be used in repairing old

furniture ?

A. Well, I should take it from the description

that he uses it more as a cement than as a filler. He
does not say here that this material fills, but here

is the one to which he has added some filler.
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Q. I direct your attention to the Oblasser pat-

ent. Have you read that patent ?

A. Yes.

Q. What kind of a composition does Oblasser

propose to make ?

A. Well, he wants to make a nitro-cellulose mix-

ture with a suitable solid material, again using saw-

dust or cork as a filler.

Q. I notice that he describes taking cellulose and

treating it with nitric or sulphuric acid. Would a

treatment of cellulose with nitric acid produce a

cellulose ?

A. I believe that is a misprint, because sulphuric

acid if used alone instead of a mixed acid is not

practical. If you use either one of the two acids by

themselves you get an entirely different and unsuit-

able product which you cannot use for any com-

mercial purpose.

Q. That is this should read *

'nitric and sul-

phuric" instead of ''nitric or sulphuric?"

A. I should say so, yes.

Q. How do you deduce that ?

A. Only experience tells you that if you attempt

to put some cotton into straight sulphuric acid, un-

less you work [205] mider most careful laboratory

conditions, why, you are not going to get anything

which has any use.

Q. Suppose you take pure cellulose and place it

in pure nitric acid, concentrated nitric acid, would

you get a nitrate at all ?
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A. You would, get a nitrate, but it lias no com-

mercial use that I know of.

Q. I notice from Oblasser that he is proposing

to add some camphor to his cellulose after it has

been treated by the acid. What would that produce ?

A. That would produce celluloid.

Q. If you treat a cellulose with just pure sul-

phuric acid and then add camphor, would you ever

get a celluloid ?

A. No, you would not.

Q. Now, after having made this composition of

cellulose, attacked by acid, or converted by acid,

and adding the camphor, what did Mr. Oblasser

then do with this material? Did he dissolve it in

anything ?

A. He speaks of dissolving it in ether or by ace-

tic or pyroligenous acid or by acetone or by any

other suitable solvent.

Q. And when that is dissolved how does that

compare with Griffiths celluloid scrap dissolved in

industrial spirits, benzol or acetone ?

A. Well, if you used enough cami)hor it would

be tlic same thing—substantially the same thing.

Q. After he has made up his solution, does Mr.

Oblasser use any filler?

A. Yes, he does. He speaks again of using what

all the rest of them speak of, glass or sand or saw-

dust or cork, etc. He has one that some of them do

not, and that is starch. Any one of those things you
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asked for for could be used for a filler, if it did not

dissolve in the compound. [206]

Q. If you used cork waste or sawdust ?

A. That would be a cellulose filler according to

the Oblasser claim.

Q. Do you find any suggestion in the Oblasser

patent of using any gums ?

A. I don't see any.

Q. How about this resin that he mentions here

in the bottom line on page 2, is that a gum ?

A. Yes, it mentions resins. I missed it.

Q. What would be the effect of a resin in his

composition ?

A. Why, depending upon the percentage that he

used, the character of the resins he used.

Q. Wood imparted to the rest of his composi-

tion, would that make the composition adhesive?

A. Depends upon what resin he used.

Q. Suppose it was ordinary resin ?

A. Probably make it tackier, yes.

Q. I will ask you to refer to the Black patent.

State how this composition is made up.

A. Well, Black again says: "A suitable nitro-

cellulose, such as celluloid or its equivalent, a solvent

such as acetone, a suitable hard gum such as gum
amber or its equivalent, and a hard, non-absorbent,

insoluble and powdered substance such as silica."

But he is after something different and does not

want the softer wood flour or cork as a filler, and



232 Pacific Marine Sup. Co. et al.

(Testimony of Henry C. Roller—direct.)

he uses a hard powdered glass or silica for his filler.

Incidentally, this particular man wanted to use

this for a dental filling, where anything of a woody

nature would not be of service.

The Court: Is there very little cellulose in cork?

A. I really do not know what the percentage is,

but from [207] its nature I would say that the per-

centage is high. I wouldn't say whether it was 50 or

60 percent or higher than that, 80 percent.

Mr. Miller : Q. How would the cellulose percentage

in cork compare with the percentage in wood, ordi-

nary wood like pine?

A. I would imagine that there is more cellulose

in pine than there is in cork because cork is of a

giunmier nature. It is a pure guess, without looking

it up. The percentage of gums in cork is higher than

it is in pine.

Q. Would there be very much difference in the

two?

A. I really do not know, but I should not think

—

there might be as much as five or ten percent, yes.

Q. But, roughly, about the same, within five or

ten percent?

A. Well, if you want—I should not like to make

a positive statement because as a matter of fact I do

not know.

Q. Coming back to this Black ]iatent, what was

the purpose of adding his gum amber in his com-

position of nitro-cellulose, solvent and filler?
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A. I assumed there that he wants that again for

a toughener for his pyroxyline paste, something

which would stay in, if he added camphor, the cam-

plior would probably not stay in if used for a tooth

filling.

Q. What does he niean over here in lines 107 to

110 that "Gimi amber serves the purpose of a binder

to hold the particles of the mass together and also

gives the mass the quality of adhesiveness, causing

it to adhere to the walls of the cavity?"

A. Well, I don't believe that I know just how

gum amber would help, when it comes to sticking

to a surface like the wall of a tooth.

Q. Would it have any effect in increasing the ad-

hesiveness at all ? [208]

A. It might easily enough, but I do not know.

Q. Then, as a binder, what do you miderstand

by that ? What is the fimction of a binder ?

A. I would take it in this instance the binder is

the nitro-cellulose plastic which forms the binder

for the particles of silica.

Q. Now, referring to the Eckstein patent, how

does that composition compare with what is dis-

closed in Griffiths?

A. That again is substantially the same.

Q. What difference is there between Griffiths

and Eckstein?

A. They are substantially the same. He speaks

of gun-cotton instead of celluloid scrap, as one dif-

ference, but he uses oil, castor oil, resin, gum and
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pigment, and he also adds another item which may
or may not be—it would not have any effect on a

plastic compomid, by the way—^magnesium chloride,

which again is a mineral filler.

Q. He makes up a composition here, collodion

w^ool, which is nitro-cellulose ?

A. That is nitro-cellulose, they are all nitro-cel-

lulose.

Q. And alcohol or acetic ether, which serves

what purpose?

A. As a solvent.

Q. And also castor oil serves what purpose?

A. A softening agent, again.

Q. The same as in Griffiths?

A. Exactly.

Q. And also a small percentage of resin or

Canada balsam, what is the purpose of that ?

A. The same purpose that Griffiths would use it

for.

Q. Does that perform the same functions as

Griffiths' ester gum? [209]

A. Yes, the ester gums were not getting known

until much later than—oh, 1914 or 1915.

Q. Now, Eckstein does not propose to use a wood

filler, does he, or cellulose filler?

A. Well, because he wants a material as a substi-

tute for glass.

Q. I notice here at the top of the second column

on page 2 that he suggests the use of zinc white or

heavy spar. What would the introduction of these
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materials into bis composition of collodion wool sol-

vent, castor oil and resin do ?

A. Well, that would make them into a white ma-

terial which he could use for such purposes as he

gives, for making collars and cutfs or shirts of white

material.

Q. Now, this zinc white and the heavy spar,

would they be regarded as fillers in that connection ?

A. Yes, imdoubtedly.

Q. I ask you to refer to the Merrick patent.

What kind of a composition does Merrick propose

to make up ?

A. Merrick again has—in using nitro-cellulose

and di^dded wood, leather, paper pulp, for filler, he

is ringing the changes on the filler and still main-

taining the plastic with plastic pyroxylines.

Q. Does he have any nitro-cellulose present?

A. Yes.

Q. Does he have a solvent present ?

A. Yes, he has a solvent and in that solvent he

supplies—got to have a solvent or it won't work.

Q. Does he have a filler?

A. Yes, he has a filler. He has a divided wood

or ground-up leather or paper pulp.

Q. Is there a mention of a mineral filler there?

A. Yes, he speaks of asbestos, if I remember, or

other [210] fibrous material, and asbestos, of course,

is a mineral.

Q. That would not be a. cellulose filler?

A. No.
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Q. How about powdered cork ?

A. That is, again, a cellulose filler.

Q. Referring to the advertising matter that is in

circulation by the plaintiff here where they state

that the wood base putty containing nitro-cellulose,

solvent and wood flour or their equivalents is an in-

fringement of the Griffiths patent, do you find in

the prior art, the prior arts that you have discussed,

nitro-cellulose, solvent and Avood flour or their

equivalents in combination, together?

A. Yes.

Q. In all of them?

A. Substantially all of these patents which you

have mentioned.

Q. That is true of Pierson's moulding composi-

tion?

A. Yes, that is true of Pierson's moulding com-

position ; and it is true of Oblasser and it is true of

Eckstein's and it is true, as I say, of all these others

that you have mentioned.

Q. Eckstein does not have a wood flour, does he ?

A. No, but he has a filler.

Q. Pierson and Merrick—Pierson, Merrick, and

I think—how about the Parks patent ?

A. I want to make sure that Parks is one of

those. Parks does, Oblasser does.

Q. Do you know whether Griffith was the first to

make up an artificial or a synthetic wood from wood

powder or sawdust and a suitable binder ?
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A. Why, I should say no, from the date of his

patent as given here. [211]

Q. He applied for his patent in 1923 ?

A. Prior to 3923, back in 1904, 1905, and 1906,

why, we knew of these mixtures around the shop

and then, more than that, the evidence of these other

patents, which are dated back in 1867, are sub-

stantially the same thing.

Q. Do you know of any book that refers to the

making up of artificial or synthetic wood com-

pounds of sawdust and a binder, that was published

prior to 1923?

A. Yes, there is a book by Hubbard published in

1920 in which he mentions the use, on page 8, in

which he mentions the use of sawdust in combination

with a binding and cementing material, such as glue,

albumen, etc., and then on page 178 he says more

specifically, "In the manufacture of a plastic com-

position" which can be made employing "sawdust

or shavings mixed with a solution of nitro-cellulose."

(The plaintiff offered in evidence pages 8, 10, and

178 of Hubbard's "Utilization of Wood Waste"

which were received as defendant's Exhibit A-30.

These are reproduced in the Bk. of Exhibits.)

Q. Would you say that the Griffiths patent dif-

fers from these prior artificial or synthetic woods

described in Hubbard might be because of the fact

that he uses a different form of binder for wood

powder or sawdust?

A. No, I would not.
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Q. In what other respect does the Griffiths pat-

ent differ from these prior artificial woods?

A. In the main, it does not differ at all ; the same

thing. He uses scrap celluloid or pyroxyline ; he uses

a more convenient form of nitro-cellulose than these

earlier people did who did not have the benefit of

celluloid because it was not made then.

Q. And you would say that the difference be-

tween [212] Griffiths and these prior synthetic

woods described in Hubbard resides in the binder"?

A. If by "the binder" you are meaning the

nitro-cellulose, yes.

Q. And these prior synthetic woods used what

other binder?

A. They used about the same thing. Merely cellu-

loid is a more convenient and probably a cheaper

source of supply.

The Court: Is that because it has been put

through the process once?

A. That helps a great deal, to be particular, per-

haps ; but in 1867 and the early days, for example,

celluloid was not made commercially and conse-

quently there wasn't enough cheap scrap as a source

of supply. It happens to be true that by reworking

the stuff you get a materially stronger composition,

and old stuff is always used if it is possible. The re-

peated repeated reworkings seem to help the reac-

tion or the combination or whatever they may be.

Mr. Miller: Q. Is starch or fiour a possible filler

to use in place of wood flour in the Griffiths com-

position ?

I
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I

A. It is a possible filler.

Q. Is starch soluble in water ?

A. Not unless you boil it, as far as I know.

Q. Is it soluble in cold water?

A. In cold water, no.

Q. And so with the fact—suppose you had a com-

position made up after Griffiths, but instead of using

wood flour you used ordinary starch or wheat flour,

if that composition was hardened and subjected to

water would the starch be dissolved out of that?

A. I don't believe that it would.

Q. And why not? [213]

A. Because in mixing your soluble cellulose you

have covered each one of these particles with a

microscopic film of nitro-cellulose. You have each

particle of the material protected with a layer of

water-proof material.

Q. Referring to this English patent, Parks,

No. 1614, are these fillers that he proposes to use in

his mixture of nitro-cellulose and solvent, namely

starch, arrowroot,—are the fillers he proposes to use,

namely starch, arrowroot and ground-up bleached

cotton fibre,—are those cellulose fillers?

A. Gromid-up cotton fibre is, but starch is not.

Q. How about the arrowroot ?

A. Neither is arrowroot.

Q. Have you personally, prior to 1917, when you

left the Celluloid Company, had occasion to make

up any compositions of nitro-cellulose, solvent, and

a fhielv-divided cellulose filler ?
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A. Yes, many times.

Q. I wish you would explain to the Court in de-

tail how you made those up ?

A. Well, if you make a mistake, in doing some

carpenter work, say, quite frequently instead of

using wood, use our celluloid to make up or form

an article, if one made a "bull" through clumsiness

and left a gap, in the wood-working vernacular, the

carpenter will take his sawdust and his glue, or any-

thing that comes handy, and fill up that so-called

*' Dutchman." But in the Celluloid factory it was

quite common in the carpenter shop to take some of

the old celluloid "dope" and use that as a binder

and put sawdust in it and patch up a gap. And I

have seen it happen in our pattern-making sho])

where a casting pattern would be defective through

a nick, they would run across to the film depart-

ment, get some of the film "dope" and sawdust, and

build up their own patterns with it [214] to save

time in making an entirely new pattern.

In other words, it is the workman's means of cor-

recting some error or some carelessness. «

Q. What do these compositions that were made

up contain, as compared with this Griffiths patent?

A. They contain nitro-cellulose in solution, a

volatile solvent and a filler. The filler could be a cel-

lulose or wood, sawdust, filler or it might have the

celhiloid itself, which is a filler you could class, I

suppose, either as inert or if you left it in long

enough it would combine with the dope to soften.
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but it is never left long enough for that.

Q. What is the consistency of the composition

that was made up?

A. It is usually made as stiff or putty-like as

possible because the more putty-like and stiff it is

the more solids you would have and the less solvent

you would have to drive off by evaporation. Conse-

quently, there would be less tendency to have

shrinkage.

Q. And when the composition was dried, how

was that done ? Was that done by the application of

heat?

A. No, just let it stand in the air.

The Court: You stated in explanation of how it

prevented shrinkage. Just give that.

A. Where you take—the more insoluble ma-

terials there were in the composition, the less would

be the shrinkage. Consequently you would mix up

your dough-like material with the minimum amomit

of solvent in, and if there is only a little bit of sol-

vent to drive off your residual mass must be greater

in quantity and consequently there will be less

shrinkage for the ultimate result. Does that answer

your question, sir?

The Court : Yes. [215]

Mr. Miller: Q. When the composition dries, Avhat

is celluloid, that material that you have described

here as having been made by the Celluloid Com-

pany ?
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A. If you add wood sawdust filler the thing is

hard and tough as wood ; but if you add the celluloid

scrap as a filler it takes about all the characteristics

of the celluloid itself.

Q. Do you knoAv the nature of cellulose plane

wing dope that was manufactured and used in this

country during the World War?
A. Yes.

Q. What kind of material did they use in thatf

A. These were nitro-celluloses dissolved in suit-

able solvents, with suitable softening agents or what

was used in the later day term plasticizers, a

toughening agent to stand the vibration, and they

were reduced to the consistency where they could

be applied with a brush, painted on the cloth.

Q. Were the solvents volatile ?

A. Yes, they were all volatile because they had

to be air dried.

Q. Now, in the file history of the Griffiths patent

at the bottom of page 10 it is stated that, "Cellulose

acetate is normally regarded as the chemical equiva-

lent of nitro-cellulose where the explosive or inflam-

mable properties are lighter or not involved," is

that true ?

A. I should say it was, yes.

Q. Suppose that we had in the Griffiths composi-

tion, instead of nitro-cellulose, cellulose acetate,

w^ould that composition work about the same way?

A. I am not familiar enough with the cellulose

acetates as they have been developed in later years.
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In the earlier days at the time that I had knowledge

of them they were not only [216] expensive, but they

were unreliable and they were not considered a

satisfactory substitute for nitro-cellulose. And in

connection with my impression there that they are

unsatisfactory, such a large concern as the Eastman

Kodak Company does not altogether approve of

substituting the acetates for the nitrates in the

manufacture of their film base.

I believe that is so. Whether it is an accurate

statement or not I am not prepared to say; but up

to 1914, 1915, and 1916, why, the acetate was not a

desirable form. It could be used, yes.

Q. On page 28 of the file history in Mr. Griffiths

'

affidavit, he makes a statement: "But cellulose ace-

tate can be used for making plastic wood very simi-

lar to that produced by celhdose nitrate."

Do you agree to that statement?

A. I think it would be possible, but whether it

would be commercial, would be something I do not

know.

Q. On ]^age 29 of the same file history Mr. Grif-

fiths in his affidavit states: "In reading a printed

specification or other technical paper w^here refer-

ence is made to nitro-cellulose in circumstances in

which inflammability or explosiveness are not in-

volved in the results desired, a person skilled in the

art, in my opinion, w^ould automatically consider

that other cellulose products could be employed in



244 Pacific Marine Sup. Co. et al. i

(Testimony of Henry C. Roller—direct.)

place of the nitro-cellulose, for instance cellulose

acetate."

Do you agree with that statement?

A. Not altogether, but because as I said a

moment or two ago, if, in the time that I have also

mentioned, one would hesitate a long while toward

using the acetate, although they might like to on ac-

count of its non-inflammable nature. But the diffi-

culty in handling it was such at those times that it

was not a very desirable thing imless you w^ere

driven to it. [217]

Q. In the Griffiths composition where he includes

castor oil and the gum, do the addition of these in-

gredients used in his compound of nitrate solvent

and wood flour merely bring about the expected and

normal functions?

A. Why, surely.

Cross Examination

By Mr. Dike:

Q. You said that certain of the patents, as I

understood you, describe substantially the same

thing as is shown and described and claimed in the

Griffiths patent? That is correct, isn't it?

A. I believe so.

Q. Which of these patents? Will you just give

me the list again of the patent which you say are

substantially the same as Griffiths'?

A. Well, we will take, for instance, one, the Pier-

son patent, in which he made

I
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Q. (Interrupting) Just give me the list now; it

will save time if you will.

A. I haven't segregated those, Mr. Dike.

Q. I will ask you to just road through them and

give me that list.

A. Well, we can take these. Start back with Mr.

Parks.

Q. Which one is this?

A. I think I will withdraw the Parks reference

because that one does not speak very fully but Mr.

Pierson, for example, Merrick, for another. Black,

for another,—although he doesn't mention the wood.

He mentions the filling material. Oblasser, for an-

other. Those could be extended by a longer list.

Q. I want the entire list, Mr. Roller.

A. Well, here is one by Dietz and Wayne. I am
not [218] permitted to ask whether this "being sub-

stantially" must include the wood filler, Mr. Dike?

Or is it permissible ?

Q. I asked you whether they describe substan-

tially the same thing as Griffiths ? That is what you

stated?

A. Yes.

Q. Now, I want you to state which of these pat-

ents you say describes substantially the same thing

as Griffiths.

A. I see. In my belief the substitution of an

inert, of the order of sand, to take the place of wood

flour, is pertinent as being substantially the same

because any one working with things of that sort.
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wanting a specific result, would naturally incline to

putting into the material something similar. To that

extent, I would say they are substantially the same,

in which case they would include Black, Bussy,

Hermit, Merrick, Pierson, who has already been

mentioned.

Q. Confine yourself to the one you have testified

about, if you please.

Mr. Miller: We might explain, at the very head

of this statement there is a mention of a patent from

abroad by the name of Bussy?

A. Bussy is one.

Mr. Dike : Q. In that case you have, Bussy is one,

Black, Merrick

A. I think that covers them, out of the eleven.

Q. That completes the list ?

A. Yes, it does.

Q. Now did I understand you to say or do you

think that an ordinary mechanic skilled in this art

in 1923 when this application was filed, the Griffiths

application was filed, would have been taught by

anyone of these patents, standing alone, how to

make the composition which we have referred to

conveniently in this case as Plastic Wood, which is

a compound [219] described by Griffiths ? i

A. Yes, most decidedly. !

Q. If you had been a mechanic at that time, an

ordinary mechanic at that time you would have been

able to make up some Griffiths' plastic composition

from any of these patents ?
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A. Moreover, I have actually made it. Now, in

the case of a carpenter, who might be termed as a

mechanic, I presmne

Q. (Interrupting) No, I am asking you whether

he would have knowTi how to do it if there had been

put in his hand at that time any one of these

patents?

A. I believe he would have, ye?, a man of normal

intelligence.

Q. And he would have required no other infor-

mation except such as he would have in his ordiiiary

skill in his trade?

A. I don't believe he would require any addi-

tional information, no sir.

Q. Now, what one of these patents do you say is

the best description of the Griffiths composition, of

Plastic Wood?
A. I think the Pierson patent is the best one.

Q. You think the Pierson patent is the best?

A. Yes.

Mr. Dike : Q. Have you ever made up any of the

formulae of the Pierson patent and mixtures?

A. I will qualify that to this extent : Yes, I have

weighed out the ingredients and another party did

the actual mixing of them.

Q. You have seen it done, then ?

A. Yes.

Q. T\^iat formula did you make up? [220]

A. That was one of them calling for your plastic,

in part.
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Q. Well, refer to the page and column.

A. On page—the second full paragraph in the

first column of page 3 where he asks for

Q. (Interrupting) Beginning "In carbons?"

A, "In carbons," yes.

Q. You made up that formula?

A. I made up that formula using the charcoal.

Q. Did you make up any other formula?

A. Yes.

Q. Which one did you make up ?

A. Also using a formula for sawdust.

Q. Did you make up any other?

A. I believe that there were sets of three, yes.

Q. A^Taat was the third one?

A. Using a different proportion of the filling

material but not of the solvent or the pyroxyline.

Q. Were all three made up at the same time ?

A. Yes.

Q. Why did you use different proportions of

filling material?

A. Simply to show the difference in effect of the

various relations between the filler and the mineral

and the solvents, and the fluidity of this particular

nitro-cellulose that was being used.

Q. Now will you point out exactly what line, and

referring to page and lines, or pages and paragraphs

of the Pierson patent, contain the description which

you say in 1867 would have taught you how to make

the mixture of the Griffiths patent in suit?

A. Well, in the first place, assuming that I knew

[221] what Plastic Wood is, w^hich is a nitrated
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cotton, knowing what both alcohol and ether are, I

would proceed to make up my mixture as he directs

in there : Wetting it with two parts of

Q. (Interrupting) I don't think you quite under-

stand the question, Mr. Roller. I asked you what

particular lines or paragraphs in the Piei'^on patent

would have taught you in 1967 to make the Griffiths

composition.

A. Check. On page 1, column 2, starting with

the last paragraph. On page 2

Q. (Interrupting) And going how far? Let's be

clear. Will you read the last question ?

(Question read as follows: ''I don't think yoit

quite understand the question, Mr. Roller. I asked

you what particular lines or paragraphs in the Pier-

son patent would have taught you in 1867 to make

the Griffiths composition.")

A. Down to approximately the fifth or sixth line

from the bottom of that page.

Q. On page 2?

A. On page 2, the second column—second para-

gi'ai:»h, first cohunn.

Q. I am mixed up, Mr. Roller.

The Court: The witness began his answer, evi-

dently, to the preceding question of yours and not

continuing in answer to your last question. If you

will go back and read it. The inflection would in-

dicate that.

The Court: ''Going how far," I fear you didn't

answer that.
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Mr. Dike: I am still in doubt as to how far he

went on page 1.

A. On page 1 up to the fourth or tifth line from

the bottom of that second column, on page 1. And
then skipping to [222] the perhaps starting on

page 2, first column, the first full paragraph.

Q. And going how far?

A. Going down to the second line from the bot-

tom of that paragraph.

Q. The second line from the bottom of the second

paragraph ?

A. The second paragraph.

The Court: Paragraph or cokunn?

A. Sir?

The Court: Paragraph or colmnn?

A. The second line from the bottom of the first

paragraph, and then on page 2, the second column

and beginning with the third full paragraph.

Q. That is variety No. 3 ?

A. Variety No. 3.

Q. Yes, going how far?

A. Down to the point where it says, "Greater

flexibility is required. Some drying oil may be added

to the plastic mixture," and continuing on until it

says, "The mixture to be applied to the cloth as

above."

Q. Just a minute. Do you include—let me come

around and mark your patent up. Then we \^'ill

save time.

A. Just broadly speaking, where he merely says

what he puts into the thing.
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A. Broadly speaking, these paragraphs would be

read and interpreted up to the point where they

finish describing the purpose, and stopping where

they indicate what the application of these par-

ticular mixtures might be.

Q. That is variety 3, you go down to the sentence

beginning, ''Another plan is to treat the cloth"

A. Exactly. [223]

Q. And the next?

A, In variety 4, that entire paragraph. The next

paragraph where he indicates the purpose and the

different sorts of filling, in speaking of iion powder,

steel filings, etc., continuing through that paragraph

and up to here, which is the end of that paragraph.

Q. You mean to there?

A. No, beyond. He speaks of "oxide of lead,"

which could be used and says "Iron, stone, plaster,

etc."

Q. To make clear, you include, then, the first

paragraph, not a full paragraph, on page 1?

A. The balance of the paragraph.

Q. Yes, which is the balance of a paragraph be-

ginning on page 2. That is right, isn't it?

A. Yes. Then the entire second paragraph.

Q. Which is the first full paragraph on page 3?

A. The second.

Q. The second full paragraph on page 3 ?

A. Yes.

Q. And that is all?

A. That should give everybody' more than enough

information to go ahead and make it.
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Q. Now, referring to the second full paragraph 1

on page 3, which I understand to be the basis of

the three mixtures which you say you saw made,

what are the low limits

A. (Interrupting) That is the

Q. Just a minute. What are the low limits of the

amount of charcoal powder?

A. One part of charcoal.

Q. And the high limit ?

A. Four.

Q. Four? [224]

A. I believe so. That is what we made up. I know

that is what was made up. *

Q. Read the third line. I;

A. Of the first paragraph?

Q. Second paragraph. Didn't you say that you

made up

A. (Interrupting) Lamp black,
—"Charcoal," in

other words, * * 1 to 16. " Four was the limit which we

made up.

Q. But sixteen was the high limit given?

A. Yes, is the limit mentioned there.

Q. In the first mixture you used one part of

charcoal ?

A. Yes.

Q. And in the second mixture you used two parts

of charcoal?

A. Yes, in the second mixture I used two x)arts

of charcoal.

Q. And in the third mixture you used four parts

of charcoal?
»;
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A. Yes, the idea being there to get into the limits

of not less than sixteen parts.

The Court: Not less?

A. Yes, one would have been less and two would

have given us 18%, and the four would have given

about 25%.

The Coui-t: I don't imderstand that.

A. Well, sir, if you have a mixture of one of the

solids, four of—one kind of liquid and four of

another liquid and one of filler you have a total of

ten. If one of these parts in that ten is that charcoal

in question, you would of course have 10%> charcoal

in the mixture, would you not? If, however, you

change that percentage of charcoal to two parts, viz.,

one to four, you have—let's see— eleven, which

figures out closer to 18%. If you increase that char-

coal to three parts you have 1, 4, 4 and 3, which

makes you four parts in twelve or twenty-five per-

cent. [225]

The Court : You said four in twelve ?

A. Maybe it is my stupidity. It is one to thirteen.

Mr. Miller : Q. I think it will save time if you

vn\\ give the exact proportions first of the first mix-

ture you made up.

A. That was: one of nitro-cellulose ; four of

ether ; four of alcohol ; and one of charcoal.

Q. Now give the second one.

A. One of nitro-cellulose; 4 of alcohol; 4 of

ether ; 2 of charcoal. Ajid the third, 1 of nitro-cellu-

lose ; 4 of ether ; 4 of alcohol ; and 4 of charcoal.
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Q. And what was your first mixture like when
you got it done?

A. I did not stay at the plant long enough to see

what the mixture looked like when it had been

allowed to set for a few hours. I did, however, see it

as it was mixed up and it was quite fluid.

Q. About between a solid and a liquid?

A. Yes.

Q. What was the second one like ?

A. Almost the same but a litle bit thicker; and

the fourth was correspondingly thicker.

Q. How thick was the third one? Was that

A. I didn't see the material.

Q. Did you see it mixed?

A. I saw it mixed up in the mixture. It was

thick, but this material readily

Q. (Interrupting) How thick? Give some com-

parison.

A. Well, like very soggy gingerbread when you

squeeze it very thin, and not much of it, about as

near a comparison as I can think of,—when it was

finished, I mean.

Q. What was the form of the charcoal which was

used? [226]

A. It was pulverized charcoal, the mesh of which

I do not know. I should judge it was the order of

possibly one hundred or one hundred fifty mesh;

that is the charcoal would have passed freely

through a wire mesh, 150 to the inch.

Q. About like flour?

(
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A. Coarser than flour a trifle. Are you speaking

of wheat flour and not corn flour ?

Q. Wheat flour.

A. Yes, it was coarse flour, probably coarser

than com flour.

Q. Why did you decide to put in, in the second

mixture, two parts of charcoal?

A. The reason for that was in making up an

entire schedule of a great number of materials, and

in order to determine what they appeared like, it

was saving time to get in between. In the instance

that you mention, putting in sixteen parts of groimd

charcoal with four of ether and four of alcohol and

one of nitro-cellulose, experience would dictate that

that would be something which was not w^orkable;

and my desire was to keep within the limitations of

the specifications and get enough of a range to show

whether this thing in that particular form might

have been of any use.

Q. Then j^ou do not find ami:hing in the patent

w^hich told you how many parts to use to get a par-

ticular result ?

A. You can take anything which your presumed

experience would dictate would give you a suitable

result.

Q. Isn't it true before you began to make up

these things you were thoroughly familiar with the

Griffiths patent '^

A. No, I was not familiar with the Griffiths

patent.
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Q. Had you read it ?

A. Perfunctorily, yes.

Q. But you were familiar with Duratite Wood
Dough, [227] were you not?

A. I was familiar with it only in having seen it,

but knew nothing detailed of its components, and

still know nothing of its manufacture,—nothing

either of its composition or proportions.

Q. (Interrupting) And you were also familiar,

were you not, \\dth Plastic Wood?
A. You mean the Boyle prodvict?

Q. Yes, sir.

A. No, sir; I have no familiarity with that.

Q. You haven't seen it?

A. Oh, I might have seen it, but not to recognize

it as being such.

Q. You chose your amounts and proportions in

making these mixtures, did you not, with the inten-

tion of getting something which would be a plastic

material ?

A. Yes. It formed one of a series of tests so that

you could have a series of comparisons when they

were finished, that you would have an entire picture

of the subject of mixtures of a nitro-cellulose, vola-

tile solvent and fillers.

Q. What was the character of the nitro-cellulose

j^ou used ?

A. Used two kinds. We used both the nitro-

cellulose which had been recovered from celluloid and

the nitrated compound which is bought in the
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market and known as a 15-20 second cotton, and

marked as such on the container.

Q. In other words, the cotton used by the lacquer

industry ?

A. Yes, sir.

Q. In which experiment did you use the one that

had been recovered from celluloid ?

A. In both. They were checked expressly, the

recovered [228] celluloid checking against the ni-

trated cotton.

Q. Then you made six mixtures instead of three ?

A. Of this particular set of the Pierson, yes.

Q. Of that Pierson composition in the second

paragraph of the first colunm of page 3 ?

A. Yes.

Q. If I understand correctly you say you made,

in accordance with the second paragraph of the first

colunm of page 3 of the Pierson patent, a mixture

made with one jDart of charcoal, another made \vith

two parts of charcoal and another made with four

parts of charcoal, each of these being made in turn

with nitro-cellulose and the celluloid scrap ?

A. Correct.

Q. So that made six combinations?

A. Yes.

Q. Did you also use sawdust?

A. We did.

Q. Did you also use sawdust with nitro-cellulose

and celluloid scrap?

A. Yes.
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Q. So that with sawdust you made one combina-

tion with nitro-cellulose which had one part only,

which had two parts of sawdust, and another which

had four parts of sawdust?

A. Correct.

Q. And the same three mixtures were made with

scrap celluloid?

A. Not with scrap celluloid, but with pyroxyline

which had been recovered from celluloid.

Q. With that correction, my statement is correct,

is it?

A. Exactly.

Q. Now, what other mixtures were made, or you

had made [229] at the same time ?

A. Mixtures which contained small percentages

of rosin, small percent of rosin plus oil, small per-

centage of oil alone without the rosin.

Q. And were any of these made with nitro-cellu-

lose and the other with pyroxyline recovered from

celluloid scrap ?

A. I am not clear on it, but I think that most

of them were. There were only a few which were

made with the pyroxyline recovered from the cellu-

loid.

Q. And you also made some of them carbon and

some with charcoal and some with sawdust ?

A. Yes.
'

Q. Altogether about how many mixtures were

made?

A. I suppose nineteen or twenty or more.

I
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Q. Yon have given me twelve that were made
with the nitro-eellulose and pyroxyline serap. I

shonld think it would run more than 19 or 20.

A. It possihly did because after I had left in-

structions were left \\nth Mr. Webb to make up

some ^^'ith sand in, and there might have been some

other things.

Q. So, altogether, there were quite a large num-

ber made?

A. There was what we hoped was a representa-

tive range to cover these specifications.

Q. Did you make experiments in connection with

the mixtures described in the other patents besides

the Pierson patent ? Or did you see them made ?

A. I believe not. I believe I had nothing to do

with making up anything else, although others were

made.

Q. Now, you used one part, two parts and four

parts, respectively, of charcoal and of sawdust ?

A. Yes.

Q. You also have used three parts, five parts, six

parts, [230] and so on up to sixteen parts ?

A. We could have.

Q. Why didn't you?

A. For the reason experience would have dic-

tated, had you used, let's say sixteen parts of saw-

dust, you would have had such an unwieldy bulk and

such a dry mass that the result would not have

approached an}i:hing like a putty-like material.
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Q, In other words, you were trying to produce

a putty-like material?

A. Yes.

Q. Who else was present when these experiments

were made?

A. Mr. Webb.

Q. Who decided what proportions were to be

used?

A. The proportions were taken from Pierson's

specification.

Q. But who dictated what proportions were to

be taken from these specifications?

A. I don't remember that.

Q. Now, referring to Pierson's patent and to the

last paragraph of Paragraph 1, which refers to

what I will call variety No. 1 because that is what

the patent calls it, and tell me what that mixture

is described as having been made for.

A. He evidently uses that mixture to be applied

as a paint or a darb to cotton batting.

Q. In other words, a coating for cloth ?

A. Yes, some fabrics.

Q. And then from this cloth you understand that

they made up various articles like statuary and

architectural moulding and furniture and vessels

and tubes? Is that correct?

A. Yes, as he describes it here.

Q. So the application as described there is simply

a coating for cloth? [231]

A. As a coating or form of paste.
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Q. And that does not describe any filler, does

it, in that coating?

A. No.

Q. I notice that it says that the solvent will not

completely dissolve the plastic. That is different,

isn't it, from the Griffiths composition where the

solvent does completely dissolve the nitro-celhilose ?

A. It is a question of whether that solvent would

or would not dissolve the plastic. You have got a

pure plastic so you can spread it better.

Q. But the patent says it does not dissolve it

completely, doesn't it, the Pierson patent? Look at

the middle of that paragraph.

A. The words "Plastic" and ''Cellulose" there,

as they are used

The Court: You don't want me to understand

cellulose is a plastic? I don't so understand.

A. No, sir. Cellulose is an insoluble material

which, after it has been treated with acids, becomes

a material which becomes a plastic or soluble by the

treatment with a solvent.

The Court : You go back and read what was said

before the Court interrupted. Perhaps some ex-

planation then would enlighten the Court.

(Question read as follows: "I notice that it says

that the solvent wall not completely dissolve the

plastic. That is different, isn't it, from the Griffiths

composition where the solvent does completely dis-

solve the nitro-cellulose?")

The Court : Is there any explanation to help the

Court ? It seems like plastic and nitro-cellulose were
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being used as pretty nearly the same thing; it

soimds like it.

Mr. Dike: I will ask the witness to explain

where [232] Pierson uses the word '

' Plastic
'

' in his

patent, if there is a peculiar use of the word.

A. There may be in the first instance which you

have just referred to. He speaks of it as a plastic

cotton, and by wetting a plastic cotton or what might

reasonably be assumed as a collodion cotton, as the

material of those days—in other words, nitrated

cotton which becomes soluble in a mixture of ether

and alcohol. It is true that he says two parts of

alcohol and two parts of ether to one part of his

cotton and his wetting mixture or solvent, as against

four parts of alcohol and four parts of ether

later on.

Mr. Dike: Q. Isn't it true, Mr. Roller, that

throughout this patent Pierson uses the word ''plas-

tic" where he refers to the plastic, for instance at

the beginning of variety No. 3 and variety No. 4

—

I mean nitro-cellulose where—or his composition

as nitrated cotton which has been wetted or mixed

with a solvent. Isn't that what he refers to by

plastic ?

A. But presumably with enough solvent to make

the thing fluid or plastic so that you can spread it.
j

Q. Isn't it also true that he further describes in '

his patent the manufacture of what he later on calls ,

plastic and then gives a series of formulae for the !

use of this plastic'?
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A. It is true he changes the proportions of

solvent he uses and thereby

Q. (Interrupting) Can't 3xni answer that ques-

tion yes or no?

A. Yes. I guess the answer would be yes to that.

Q. I call your attention also to make sure, to the

last line or line and a half of the second paragraph

on page 1, which reads: *'And vegetable matter so

changed is wliat I denominate * plastic '.''

A. Yes, that is true. [233]

Q. Perhaps I was wrong in suggesting that it

contained solvent. The definition given there does

not contain solvent, does it, but simply refers to

the nitrated cotton ?

A. Yes. In other words, cotton made so it could

be turned into a plastic by a solvent.

Q. Now, i-eferring to vai'iety No. 2 beginning on

the second page, column 1, middle of the column. This

also is intended as a covering for fabrics, is it not ?

A. Apparently, yes, sir.

Q. And a fabric certainly has nothing to do wdth

ami:hing described in the Griffiths patent, does it?

A. No, that has nothing to do Avith fabrics.

Q. Now^, variety No. 3, page 2, beginning the

third paragraph in cohmm 2, that also is a water-

proofing material for fabrics ?

A. Yes.

Q. Nothing else, is it?

A. That is what he says here.

Q. All right. Now I am going to ask you to refer

to variety No. 4, and mark the paragraph that be-
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gins: "In metals" (a) ; that is the bottom paragraph

on page 2. The next paragraph which begins on page

3, beginning: "In silicious and agrillaceous com-

pomids," mark that (b) ; and the one that begins,

"In carbons, etc." mark that (c). Now I will refer

to these three paragraphs as varieties 4a, 4b and 4c,

and then we won't get mixed up as to what we are

talking about. Now, take 4b, the variety 4b, that is

a stony material, isn't it?

A. Yes, where he says, "Quartz or glass," it

would be hard.

Q. And it also is useful as a paint or a coat for

protecting roofing. That is true, isn't if?

A. I personally would not want to paint a roof

with anything like that. [234]

Q. Now refer to 4c. That is the one that you say

you saw the specimen made up of ?

A. Yes.

Q. Is there any indication in that paragraph that

the material is to be a doughy or putty-like com-

position?

A, Not as indicated by the paragraph, but any-

one making up a mixture of that sort or having to

do with things of that sort would realize it must be

from the nature of the proportion of solvent and

pyroxyline and filler.

Q. Are you sure you are right in that statement ?

A. If you exceed the limit of fifteen or eighteen

percent and if you use a sawdust, it is bound to be

doughy.

Q. Well, suppose you take the formula given

there with the low limit for the filler ; that would be
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one part plastic ; alcohol 4 ; ether, 4 ; charcoal pow-

der, 1 part, or sawdust powder one part. That would

be a liquid, wouldn't it?

A. It would be a pretty heavy liquid.

Q. You said before, doctor, it would be a soupy

liquid.

A. I don't think it would be as thin as soup. I

think it would be near the order or honey.

Q. And if you took sixteen parts of filler, would

the material stick together ?

A. It might if you used considerable pressure.

Q. But not without pressure?

A. It would require pretty heavy pressure, I

believe almost more than you could apply hy squeez-

ing it in your hands.

Q. That being the case, there isn't any instruc-

tions in this paragraph which suggest the use of a

combination of proportions which would produce a

putty-like material, is there?

A. He doesn't give you any proportions for get-

ting a putty-like mass, no. [235]

Q. And you had to choose such proportions as

would give you a putty-like material?

A. Why, surely, for a fairly

Q. (Interrupting) That is sufficient. Wliere do

you find anything in there that says the material

will harden to a wood-like consistency, in that para-

graph ?

A. There is nothing in that paragTaph to indi-

cate that, other than common knowledge. That

solvent
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Q. (Interrupting) No, I am asking you about

the paragraph. I am not asking you to apply your

knowledge at this time. There is nothing there, is

there ?

A. There is nothing given in that paragraph, no.

,

Q. Referring now to variety 4a, that was in

tended for paints or preservatives, coatings, wasn't!

it?

A. So he says, yes.

Q. Do you think it would make a good one?

A. I wouldn't care to use it.

Q. Now, referring to the engineering publication.

;

Do you find any proportions for a mixture given ini

that? fi

A. Is it permissible to amplify my answer to]

that last question as to whether I would care to use;

it as a protective coating?
I

Q. Yes, go ahead.

A. Where he specifies for use either in—subject!

to the action of light, of course not. There might be •

instances where it would serve a purpose.

Q. All right, now refer to "Engineering." f

A. I have it.

Q. Do you find any proportions for a mixe

given there?

A. No.

Q. Now, referring to the Thompson or Bussy

patent. This patent describes an adhesive, doesn't!

it? [236]

A. Paste, glue or coating, yes.

I
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Q. That is, it is something to stick other things

together ^^'ith?

A. Well, you might be able to use it for that, yes.

Q. Isn't that what it was intended for? Read

the second paragraph, beginning line 14. Wait a

minute. Beginning line 25 of the complete specifica-

tion.

A. ''This paste is intended either for sticking

articles together, such as wood, cardboard, cord,

fabrics, cork, leather or the like, or for covering

them over the whole or part of their surface with

an impermeable layer which protects them entirely

from contact with and from the action of water,

whether fresh water, salt water, household water, or

the like.

Q. It is either an adhesive like glue or the

DuPont nitro-cellulose cement xA'ith which you are

familiar, or a fabric coating?

A. Not necessarily. There are other adhesives

which are considered plastic in themselves, under

certain conditions.

Q. Look at the formula on page 3, which gives

acetic acid one thousand parts, alcohol 400, essential

oils 400, and celluloid 200 parts. Wouldn't that be

a thin liquid?

A. I am not prepared to say. I haven't made up

any of that.

Q. Haven't you had experience enough to know
perfectly well that is a thin liquid ?

A. I don't believe I have, no.



268 Pacific Marine Sup. Co. et al.

(Testimony of Henry C. Roller—cross.)

Q. I am very much surprised, Dr. Roller. I

thought you have had a great deal of experience.

Don't you think that with 800 parts of alcohol and

essential oils and only 200 parts of celluloid it would

be a thin liquid?

A. What kind of essential oils? What kind of

celluloid ?

Q. Then you do not find any description in the

patent [237] which is sufficient to tell you what kind

of essential oils and what kind of celluloid?

A. No, I do not.

Q. Will you now look at the Eckstein patent,

458,157. The material described in that patent is

intended as a substitute for glass, isn't it?

A. So he states, yes.

Q. And also that it has the appearance of ivory

and may be used for the making of collars, cuffs,

shirt fronts and the like ?

A. Yes.

Q. Look at the Merrick patent. Does that patent

give any proportions for the mixture which it des-

cribes?

A. No proportions are given. '*'

Q. What are the characteristics that are neces-

sary for a shoe filler? Explain to the Court first,

perhaps, what a shoe filler is, if you know.

A. I am not familiar enough with shoes, inci-

dentally, to know what a shoe filler is.

Q. Now you have testified to having seen certain

compositions made up while you were with the

Celluloid Company. That was before 1917?
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A. Yes.

Q. Did you keep any record of the proportions

of the ingredients which were used?

A. No, I did not. That was infonnation belong-

ing to the company and consequently I had no right

to keep any records.

Q. And you are speaking entirely from memory?
A. I am speaking entirely from memoiy. [238]

Redirect Examination

By Mr. Miller:

Q. Mr. Roller, I will ask you to refer back to

this Pierson patent. Would you consider, from his

description that he makes in the second para-

graph, colunm 1, page 1, that he was using the word
* aplastic" there as synonymous with nitro-cellulose ?

A. Yes, because he speaks at the begining of that

paragi'aph of having treated cotton, hemp, flax, etc.,

by acids, and therefore converting these celluloses

into some form of a soluble cellulose.

Q. Referring to that paragraph on page 3 that

has been designated by Mr. Dike as paragraph 4b,

of what consistency do you imderstand that com-

position to be when it is to be used for making the

''Excellent statuary and good stuccos," referred to

in the last two lines of that paragraph ?

A. In order to mould articles of that shape and

fomi it must necessarily be in the form of some

kind of a putty.

Q. Have you seen any suggestion in this para-

graph of spreading this material on a fabric, or that
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this statuary or stucco is made out of a fabric, or

a coating on it?

A. None whatsoever.

Q. Referring to the next paragraph which op-

posing counsel has designated as paragraph 4c, of

what consistency is this composition to be when he ;

is going to use it for making statuary and mouldings

as stated in that paragraph in the last few lines ?

A. Of the same consistency that he would have

used the materials in the preceding paragraph; in

other w^ords, a paste.

Q. Would you say a putty?

A. I wouldn't say ''paste." I think you have a

putty or a moulding clay which is of the consistency

of putty. [239]

Q. In this Griffiths patent, the patent in suit, he \

mentions here that his material is to be used for l

"filling, coating or moulding" in the first paragraph,

lines 4 and 5. Is there anything in this Pierson

patent, paragraph 4c, that indicates to you that the

composition is to have the same consistency for ^

moulding as the GrifBths composition when it is

used for moulding?

A. No. They both speak of them for moulding;

and moulding materials all have the same con-

sistency before they can be used as such.

The Court: Just what do you understand by

"moulding" there?

A. By "moulding" a material of the consistency

which sculptors use to form their statuary, and such
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other forms of material they make, that is i)lia))le

under the fingers or some light tool instead of hy

pressure which might be applied by machinery.

Mr. Miller: Q. By a "moulding material" is

usuall}^ meant one that can be mani})ulated by hand,

and take such form as one might wish to have.

The Court: I thought there was some uses to

which it was intended to be applied.

A. Oh, these plastics can be used if they are of

a moulding consistency, to form articles and toys

out of. figures of animals, small pieces of statuary,

either manipulating it by hand or moulding it into

plaster Paris moulds which have been formed for

that purpose, to make large quantities of the same

thing,—toys.

i\Ir. Miller: Q. Do you know whether these com-

positions which are described in Pierson and Grif-

fiths are suitable for making something to repre-

sent carved w^ood?

A. Yes, any of these plastics, using the ground

wood filler of the kind of wood you wish to imitate

will take the figuration of any carved moulding and

in that way represent an imitation wood, lacking

only the grain that a wood would show. [240]

Q. Do I understand that this composition of

l^ierson, paragraph 4c, is suitable for shaping, or

giving it a shape and having it retain that shape ?

A. Yes, because he wants it of the consistency

that would be suitable for statuary. In other words,

that he can mould it into statuary as he sees fit.
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Q. In other words, he is to take that composition

and shape it and give it the desired shape and then

let it dry out and it will be a hard object of that :

shape that it was given while soft?

A. Yes, it would.

Q. Now, with respect to this Engineering refer

ence, will you get that out ?

A. I have it.

Q. At the top of the middle column on this page,

he states that this material, made up of collodion

and fine wood meal, is to have the consistency of

soft putty. Does that give you any idea of the nature

of the proportions that are to be used ?

A. Why, yes. By "soft putty" I Avould immed-

iately assume that it was the familiar glazing putty

which the painters habitually use for window glass

work, a mixture of whiting and linseed oil.

Q. Suppose you had a mass of collodion and a

mass of wood filler, how would you make up this

composition in accordance with this disclosure which

he has given, a putty ?

A. Well, knowing that collodion is softened or

dissolved by a mixture of ether and alcohol, regard-

ing proportions, it is not particularly clear; that is

you can use two or three, or equal parts. I would use

them and mix them together imtil I got the desired

consistency. That is I would take the collodion solu-

tion and add enough wood filler imtil I got it thick

enough.

Q. Is there anything in this Griffiths composi-

tion, is there anything that is critical about it ? That



vs. A. S. Boyle Company 273

(Testimony of Henry C. Roller—redirect.)

is, do the proportions [241] of the nitro-cellulose

and your wood flour and if you choose, the castor

oil and resin,—is there anything critical that they

nuist be within certain limits or liave certain per-

centages?

A. No, I should not say that there was.

Q. What would be the difference where the pro-

portions vary from the large quantities that he gives

here when he states that he uses 23 parts by weight

of filler and 77 parts by weight of solution, in lines

25 and 26 on page 1?

A. Well, he could still use a great range of pro-

portions, a decided variation of the 23 parts by

weight of filler and 77 parts by weight of solution

by changing the type of filler that he used and the

type of solution that he mixes in,—the solvent that

he uses. For example, 23 parts by weight of a filler

such as China clay would make a totally different,

mass. And, substituting that for wood, in that case

he would alter the proportions of solvent to get the

physical consistency of the mass that he wanted.

Q. Well, suppose he took 30 parts of wood filler

instead of 23 and used only 70 parts of the solution.

How would that differ?

A. In all probability it would still make a

perfectly workable mixture.

Q. And it would be a little bit stiffer, would it?

A. Probably, using the same ingredients, but

with varying proportions.

Q. Now, will the nature of the wood flour used

change the composition that Mr. Griffiths speaks of ?
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In other words, instead of using pine wood flour, if

he uses, say ironwood flour?

A. If he uses ironwood flour, because the wood

itself is denser than pine, I would expect to get a

much denser wood.

Q. Would 3^ou have to use more of the iron wood

than pine wood to get a putty of the same con-

stituency 1

A. Undoubtedly you would, because ironwood is

so much heavier than pine. [242]

Q. Now, referring to this Thompson patent, and

this formula on page 3. Do you have that ?

A. I have it, yes.

Q. In that solution he has celluloid, acetic acid,

alcohol and essential oils. You have two parts of

celluloid in eighteen parts of solvent or liquid,

prior to the introduction of the various filling ma-

terials? Isn't that true?

A. Yes.

Q„ How does that compare with the Griffiths

composition where he has seven parts of celluloid

scrap dissolved in seventy parts of solvent?

A. It would undoubtedly make a much thinner

solution, but just how thin it would be I couldn't

venture anything more than a guess.

Q. Now, whether that solution is thin or not,

when he makes up his plastic, does that depend on

the mixture of the celluloid and solvent or does it

depend on the quantity of filler which is added to it ?

A. Why, you have no filler indicated here be-
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cause of the excess of solvent over your celluloid,

it is so large, the ratio of 2 to 18 in the case of this

Thompson's solution, the material is bound to be

much more fluid than where your solvents are in a

much lower ratio, as they are in Pierson's and

Griffiths'.

Q. I understand this formula he gives on page

3 is merely the solution of celluloid and solvent

without ha\"ing any filler added ?

A. Yes, just the binder.

Q. Just the binder?

A. Yes.

Q. Now, when he is going to make a paste out

of it he is going to add some filler to that binder,

isn 't he ? Is [243] that the way you understand it ?

A. Yes.

Q. Xow, how much filler would he add to it when

he is going to cover over articles as stated in line 6,

page 2 of the complete specifications there ?

A. Pretty hard to state until you know what his

operating conditions are, whether he wants to use

it just as a cement to paste things together, or what-

ever he hopes that the solution itself will liave

enough penetration to form an adhesive.

Q. From his disclosure, you cannot tell, then,

that there is a sufficient amount of filler added to

make a sort of paste ?

A. No.
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Q. Referring to this Oblasser patent, of what

consistency is his composition to be, where he states

in line 50 as follows: "By mixing our coating with

certain substances we may obtain a sort of agglom-

erate susceptible of being moulded", so as to mould

battery boxes'? i

A. There again, I would believe that he had so

proportioned his ingredients that he had this putty-

like material.

Q. Of sufficient stiffness so you could give it a

shape and it would retain that shape, and not just

flow like a liquid ?

A. It would hold whatever shape it was placed

into. [244]

EARL S. WEBB
being called as a witness on behalf of defendant tes-

tified :

Direct Examination
j

By Mr. Miller:

My name is Earl S. Webb. I live at San Bernar-

dino, California. I am 43 years of age.

I am the President of the Webb Products Co.

Inc., the intervener in this action. Webb Products

Company sells a plastic composition under the name

of "Duratite Wood Dough." That is the same wood

dough that the Pacific Marine Supply Company was

selling. The relationship between the two companies

is that of manufacturer and jobber of the manufac-
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turer's products. Webb Products Company is the

manufacturer and Pacific Marine Supply Company

is the jobber.

Pacific Marine Supply Company has nothing

whatever to do with the manufacture of our prod-

ucts. They merely purchase and re-sell. Prior to the

institution of this suit against Pacific Marine Sup-

ply Company we received a notification from The

A. S. Boyle Company of this infringement of their

patent. I replied to it.

Q. Have you received any reports from your

customers as to allegations made to your customers

that by selling your product, Duratite Wood Dough,

that they would be infringing upon this Griffiths

patent ?

Mr. Dike : I object to that as hearsay and also as

attempting to prove the counterclaim in this case,

which should be setup separately; and also because

by the decision of the Supreme Court in the

Chandler & Price case, which has been handed do^^'n

since the intervention in this case, it has been di-

rectly held that questions of imfair competition aris-

ing imder the circumstances of this case are not

proper subject matters of a comiterclaim.

The Court: The objection to the question is sus-

tained.

Mr. Miller: May I have an exception? [245]

The Court : Allowed.

Mr. Miller: I would like to make a brief offer of

proof: I propose to prove by this witness that he
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received, among other inquiries, these letters that we
are inquiring about as to whether or not the con-

tinued sales by his customers of this intervener's

product was an infringement of the Griffiths pat-

ent; and that these inquiries were made following

representations made to the customers that there

w^as an infringement made by the intervener's prod-

uct, if the jobbers or customers continued to resell

them.

I would like to have these five letters marked for

identification.

(Fifteen letters were marked defendant's Ex-

hibit A-31.)

The Court: Any objection to the offer?
]

Mr. Dike: I object to the offer, your Honor.

The Court : Objection sustained.

Mr. Miller: Exception.

The Court: Allowed.

In our composition, Wood Dough, we have not at

any time been manufacturing this product with or

including ethyl alcohol as a solvent for the nitro-

cellulose. We have not done so at any time whatso-

ever in the manufactured product of Wood Dough

put on the market. We never at any time in our

commercial product put on the market included as

our solvent wood alcohol. If Dr. Esselen made a

chemical analysis of the commercial Wood Dough

such as we put on the market, it would be absolutely

impossible for him to have found any ethyl alcohol
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or wood alcohol in that composition unless it was

put in after it left oui' plant.

The shrinkage of our Wood Dough is materially

less than the Plastic Wood composition placed on

the market by The A. S. Boyle Company.

Q. Now I hand you plaintiff's Exhibit 49 and

ask you to [246] notice that crack in there. Do you

have any explanation as to how that crack is pro-

duced, if it is made from your composition ?

A. I have no way of knowing positively, but I

have my idea about it.

If the drying process is hastened as by heat it will

have a tendency to do this. Heating the composition

is the only way I know how to hasten the drying

because the solvents are very volatile. I would say

the same thing about the cracks in plaintiff's Ex-

hibit 50. If Wood Dough is applied to an article

properly and allowed to dry naturally in the open

air, shrinkage cracks like you find in these two ex-

hibits will not occur.

Q. Now, how do you apply your Wood Dough,

or recommend that it be applied? Do you recom-

mend that it be applied in making an article say of

this size, as Exhibit 39, that it be built up in layers,

like Dr. Esselen testified to?

A. I would encomiter no difficulty in making

that sized ])lock with one application.

Instead of building it up in one-sixteenth of an

inch layers, I would merely put out Wood Dough in

one lump making it slightly larger because there is



280 Pacific Marine Sup. Co. et al.

(Testimony of Earl S. Webb—direct.)

some shrinkage in the Duratite and let it dry. The

fire hazard in Plastic Wood is materially greater

than in Wood Dough. This block sho^^^l to me
marked "Pierson C", I made and also I made the

fill. It is a block of wood with an edge of it gouged

out. This black portion is the fill. I made up the

composition used in making that fill. I used pyroxy-

line, 1 part by weight; ethyl alcohol, 4 parts by

w^eight; ether, 4 parts by weight; and powdered

charcoal, 4 parts by weight. I do not clearly recall

whether the fill made in that block was made with

one or more applications. It was not subjected to

heat in drying nor to any pressure. The only pres-

sure that was applied was putting in the mold by

hand.

I built the fill slightly larger than the surroimd-

ing [247] surface then I sanded it on a disc sander

so that the fill would be even with the surrounding

surface of the whole.

(The block with this fill was offered and received

in evidence as defendant's Exhibit A-32. It is for-

w^arded as a ph3^sical exhibit.)

The can now handed me contains part of a batch

of material which was used to make the fill I have

just discussed. f

Q. Can you open that can and show its present

condition to the Court? '

(The witness does so.)

Q. That is in the nature of a soft, plastic mass,

is if? The reason I like to make the record on this
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is sometimes these cans leak and the contents get

out and the contents solidify in the can. Is that what

you designate as a soft, putty-like liquid?

A. Yes; I would so designate it.

(The can was offered and received in evidence as

defendant's Exhibit A-33. It is forwarded as a

physical exhibit.)

Comparing the composition of the fill in Ex-

hibit A-32 \\ith that of Plastic Wood as to its prop-

erties outside of the color, I would say that it was

slightly less durable. It has a charcoal composition

and Plastic Wood has a wood composition. I would

say that it is not as durable when tested imder ex-

treme conditions.

This other block handed to me marked ''Piei*-

son O" I made up the fill in that block. It was not

subjected to any heat or pressure during the drjdng

except that pressure which was applied in making

the mold. Two materials were used in making the fill

because there is a repair in the fill and the repair

was made mth a different composition from that

which the main fill was made with. The main fill was

made from a composition containing one part by

weight of soluble cotton, which we jDurchase imder

the [248] designation of 15-20 Seconds Cotton—

4

parts by weight of ethyl alcohol; 4 parts by weight

ether; 2 parts by weight spruce sawdust flour. The

repair material used to repair the main fill was

made with recovered pyroxyline 1 part by weight;

ethyl alcohol, 4 parts by weight; ether, 4 parts by
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weight ; sawdust flour, 2 parts by weight ; resin gum,

one-twentieth of one part by weight.

Q. I will ask you to take a pencil and outline

where the repair fill is in the main fill.

A. I gouged it out to make a number of fills

there, so as to leave a place near the auxiliary com-

position to be used.

The main fill is the one that lies next to the wood

grain that you can see, and the repair fills are those

that are surrounded by pencil marks. The purpose

in making these repair fills was to show the ability

of this composition to make small repairs. That was

the purpose I had in mind.

( The block was offered in evidence as defendant 's

Exhibit A-34. It is forwarded as a physical exhibit.

)

In Exhibit A-34, the main fill was made ^^itll

15-20 Seconds Cotton and the small repair fill was

made with recovered pyroxyline and resin gum.

There is no other difference between the two fills.

There is no material difference between the two fills

made with the two different compositions. They are

both very similar to fills made with Plastic Wood.

The material in this can is part of the material that

was used to make the main fill in block, Ex-

hibit A-34.

(The can was offered and received in evidence as

defendant's Exhibit A-35. It is forwarded as a

physical exhibit.)

Mr. Miller: Q. Will you open this can and show

the contents of it to the Court and counsel?

(Witness does so.)
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Mr. Miller: Q. The present condition of the con-

tents [249] of that can is putty-like or plastic ?

A. It is.

This block marked ''Pierson S", I made up. I

made the composition of the fill there. It is made

with one part by weight, 15-20 Seconds nitrated

cotton ethyl alcohol, 4 parts; ether, 4 parts; spruce

sawdust flour, 2 parts; castor oil, one-fortieth of one

part. No heat or pressure were involved in drying

that fill. I made some fills in this part with a slightly

different composition.

(The witness then outlined with a pencil the fills

that were made in the main fill.)

The fills that were made in the main fill were made

of one part by weight, 15-20 Seconds Cotton ; 4 parts

by weight ethyl alcohol; 4 parts by weight, ether; 2

parts by weight, spruce sawdust flour; one-fortieth

of one part resin gum.

(The block was offered and received in evidence

as defendant's Exhibit A-36. It is forwarded as a

physical exhibit.)

This can marked "Pierson S" and which I now

open contains a composition made of 15-20 Seconds

cotton, 1 part by weight; ethyl alcohol, 4 parts by

weight; ether, 4 parts by weight; spruce sawdust

flour, 2 parts by weight; castor oil, one fortieth by

one part by weight. This composition was used in

making the main fill in Exhibit A-36.

(The can was offered and received in evidence as

defendant's Exhibit A-37. It is foi-warded as a

physical exhibit.)
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The block marked "Pierson Q", I made up. The

main fill is made of a composition of one part by

weight, 15-20 Seconds soluble cotton; 4 parts by

weight, ethyl alcohol; 4 parts by weight, ether; 2

parts by weight, spruce wood flour; one-fortieth of

one part by weight of resin gum which is, by the

way, ordinary pine resin. The small fill which I

have superimposed on this main fill was made using

recovered pyroxyline, one part [250] by weight;

ethyl alcohol, 4 parts by weight; ether, 4 parts by

weight; spruce sawdust four, 2 parts by weight;

rosin gum, one-twentieth of one part by weight.

Q. Will you surround the small fill wdth your

pencil, marking the superimposed from the main

fill?

A. They are quite irregular and I would not

make any attempt to be accurate, but I will put

them as close as possible.

(The block marked "Pierson Q" wvas offered and

admitted in evidence as defendant's Exhibit A-38.

It is forwarded as a physical exhibit.)

This can marked '^Pierson H" contains some of

the composition that was used to make the small

fills or repair fills in Exhibit A-38.

(The can was then opened and shown to the Court

and offered and received in evidence as defendant's

Exhibit A-39. It is forwarded as a physical exhibit.)

The material in this can now handed to me is the

material used in making the main fill in Exhibit

A-38.
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(The can was opened and shown to the Court and

offered and admitted in evidence as defendant's Ex-

hibit A-40. It is forwarded as a physical exhibit.)

The main part of this object now handed to me
was made by taking one part by weight of 15-20

Seconds nitrated cotton; 4 parts by weight, ethyl

alcohol; 4 parts by weight, ether; one-fortieth of

one part by weight resin gum ; 2 parts spnice wood

flour. That was made into a ])lastic mass and I took

a small portion of it and just squeezed it out in my
hand to make a little wedge stick out of it and let it

dry, and when it had dried I sanded off the edges so

that I could get the turning lathe to take hold of

it, put it in the lathe and turned a little shape out

of it. It had some imperfections after it had been

[251] turned down to this shape, and I filled those

imperfections with two other compositions, which I

have noted here on this card and then I put it into

the lathe and turned it down again so as to tuni

down the fills. In shaping the article prior to its

drying and turning, I took just a small quantity of

the composition and squeezed it out in an irregular

shape so that it would be suitable for turning.

There are some additional fills in that wood turn-

ing. One is black and the other is white. The com-

position of the black fill is one part by weight, 15-20

Seconds cotton ; 4 parts by weight of ethyl alcohol

;

4 parts by weight of ether; 2 parts by weight of

powdered charcoal ; one-fourth of one part by weight

of resin gum. The composition of the white fill is
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one part by weight of nitrated cotton; 4 parts by

weight of ethyl alcohol ; 4 parts by weight of ether

;

4 parts by weight of powdered chalk. There w^as no

heat or pressure involved in the drying of this wood

turning except as I have described in making it an

oblong shape.

(The piece of wood was then offered and received

in evidence as defendant's Exhibit A-41. It is for-

warded as a physical exhibit.)

In this block marked "Pierson S", the main fill

was made with one part by weight of 15-20 seconds

cotton; 4 parts by weight of ethyl alcohol; 4 parts

by weight of ether; 2 parts by weight of spruce

wood flour mixed into a mix. The repair fill was

made by using one part by weight of 15-20 Seconds

cotton ; 4 parts by weight of ethyl alcohol ; 4 parts by

weight of spruce wood flour; one-fortieth of one

part by weight of resin gum. It is very difficult to

outline with pencil the repair part in this fill but I

will do the best I can.

(The block marked "Pierson S" was offered and

received in evidence as defendant's Exhibit A-42.

It is forwarded as a physical exhibit.) [252]

This block marked '^Pierson J" had the main fill

made with one part by weight of recovered pyroxy-

line ; 4 parts by weight of ethyl alcohol ; 4 parts by

weight of ether; spruce sawdust flour, 2 parts by

weight. The repair in this particular exhibit was

made with the same material out of the same can.
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(The block marked "Pierson J" was offered and

admitted in evidence as defendant's Exhibit A-43.

It is forwarded as a physical exhibit.)

This can handed to me contains the contents from

which the fill in the exhibit w^as made.

(The can was offered and received in evidence as

defendant's Exhibit A-44. It is forwarded as a

physical exhibit.)

I made np one specimen of a compound accord-

ing to the Pierson patent using instead of wood

flour, sand. I made up this block. I used in the

fill, one ])art by weight, recovered pyroxyline; 2

parts by weight, ether; 4 parts by weight; ethyl

alcohol; and 10 parts by weight, sand. The block

is marked "Fill Made with Pierson."

Q. That is to represent the character of the com-

position that is mentioned in the Pierson patent

where he states that he takes plastic, 1 part ; alcohol,

4; ether, 2; sand, 5, in this second paragraph in

cohunn 1, page 3.

A. This is to represent the sand mixture, as I

recall it.

The reason I used 10 parts of sand instead of 5

was the fact that the weight was so hea\y 5 })arts

didn't give enough body to use for that purpose,

—

that is, to use it satisfactorily for that purpose.

(The block was offered and received in evidence

as defendant's Exhibit A-45. It is forwarded as a

physical exhibit.)
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This can contains the mixture above-described

using sand. [253]

It was stipulated that at the time that the can

was opened to show the contents that there was a

free liquid on top of the heavier substances.

(The can was offered and admitted in evidence as

defendant's Exhibit A-46. It is forwarded as a

physical exhibit.)

Referring to the free liquid found on top of the

contents of the can, I have found such a liquid on

many occasions in Plastic Wood when it has stood

on the shelf in a store a considerable length of time.

It is not true of our own product Wood Dough.

The free liquid is tthe base or what in our plant we

term the base with which the plastic was made.

Q. Is that free liquid which you see there due

to the fact that the filler tends to settle out of the

composition when it is allowed to set or rest for a

considerable length of time in one position in the

can?

A. Why, we term it precipitation, and that is

what caused it, precipitates it inwards.

That is, it settles to the bottom of the can and the

liquid tends to go to the top in the case of the sand

filler as here it is somewhat more pronounced than

when you have wood filler.

I made up a composition corresponding to Pier-

son's description of a calcareous compound in which

he takes plastic or nitro-cellulose one part ; alcohol,

4 parts ; ether, 2 ; and chalk 1 to 4.
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This block containing a white fill was made by

me. The ingredients of the fill are recovered i)yroxy-

line, 1 part by weight; ethyl alcohol, 4 parts by

weight; ether, 2 parts by weight; chalk which was

purchased from a drug store as U. S. P. precipi-

tated, 4 parts by weight. This composition handles

very much the same way as Plastic Wood. The

fill was air dried without [254] any pressure during

the drying. There is some shrinkage that occurred

in making this fill and I did not build it high

enough for proper sanding so that when it was

sanded dowm, the rough part indicates the top of

the original fill. The fill originally was made higher

to allow for some sanding and when this was sanded

off it had not been built up high enough to allow^ the

sanding to take off some of the material all the

way across and it shows the original surface.

(The block was offered and admitted in evidence

as defendant's Exhibit A-47. It is forwarded as a

physical exhibit.)

This can contains some of the material that was

used in making up the fill in defendant's Exhibit

A-47.

(The can was offered and admitted in evidence

as defendant's Exhibit A-48. It is forwarded as a

physical exhibit.)

This little block was made by me. The material

used was recovered pyroxyline, one part by weight

;

ethyl alcohol, four parts by weight: ether, four

parts by weight; spruce sawdust flour, four parts
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by weight. The sawdust flour which we used in

these experiments were bought from the Scott-

BrowTi Sawdust Company in Los Angeles, under

the designation "fine sawdust flour." It is very

fine sawdust or very fine particles of wood. We
buy it under that designation from the Scott-Brown

Sawdust Company.

I shaped this block of wood roughly by using an

ordinary putty knife. Then it was sanded off on a

disc Sander to smooth up the sides slightly. The

top was left just as it was moulded by hand pres-

sure and the use of an ordinary putty knife. It

was allowed to dry without heat or pressure being

applied during the drying.

I drove the nails or staples into the block. I had

no trouble driving them in. The block worked just

about the same as wood. I could not see any material

difference. [255]

(The block was offered and admitted in evidence

as defendant's Exhibit A-49. It is forwarded as a

physical exhibit.)

This can contains some of the plastic composition

that was used in making up defendant's Exhibit

A-49. (The can was offered and admitted in evidence

as defendant's Exhibit A-50. It is forwarded as a

physical exhibit.)

I made up a mold using the contents of Exhibit

A-50. This little rabbit is an object molded out of

the contents of the same can. The mold that I used

was a little lead cookery mold that I bought from
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the Los Aiigeles Restaurant Su])i)ly Company. It

was made in two parts. The composition was

shaped into the two body parts and then they are

squeezed together and the cohesion holds the object

together and the mold is opened and the object taken

out the object was taken out immediately after being

pressed and then set out to dry.

(The molded rabbit was then offered and admitted

in evidence as defendant's Exhibit A-51. It is for-

warded as a physical exhibit.)

The Court: Before you go to that, I notice one

where you used the charcoal seems to give off a

great deal more of a smell of ether than any of the

others. Is there any more ether in the proportions

in that one?

A. I would have to check to answer your Honor.

I do not believe there is, however. We have two

parts ether and four alcohol and I think some of

them have that condition reversed, but I would not

say that definitely.

I am not enough chemist to answer intelligently

w^hether there is anything about the charcoal that

would promote the drying faster and throw off the

solvent. The charcoal, however, I assume does not

absorb as much of it as would the wood particles.

That would be the only explanation I can give. I

am not enough chemist to answer that intelligently.

I don't [256] recall that in drying that it dried any

faster because I was making a number of these
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things at one time and I paid no particular atten-

tion. I was carrying on a number of them at the

same time.

Turning to the disclosure in the Merrick patent,

I made this block. The ingi^edients I used in making

up the fill were reclaimed pyroxyline, one and one-

half parts by weight ; acetone, four parts by weight

;

ethyl alcohol, two parts by weight; groimd spruce,

two parts by weight; powdered cork, one part by

weight. The block was dried in the same way as

the other fills, that is filled up, allowed to dry, and

sanded off.

(The block was offered and received in evidence

as defendant's Exhibit A-52. It is forwarded as a

physical exhibit.)

This can contains some of the composition used

to make up the fill, in Exhibit A-52. (The can was

offered and admitted in evidence as defendant's

Exhibit A-53. It is forwarded as a physical exhibit.)

Q. Did you make up a composition according to

Merrick, substituting wood flour in place of pow-

dered cork?

A. I made this object here. I don't recall just

what I substituted. I made it up by this formula

which is arranged here, which is : film scrap, pyroxy-

line film scrap, two parts by weight; acetone, four

parts by weight ; ethyl acetate, four parts by weight

;

ground wood fibre, two parts by weight; ground

asbestos, one part by weight.

I drove the nail and screw in that to show that

these could be driven. (The object was offered and
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received in evidence as defendant's Exhibit A-54. It

is forwarded as a physical exhibit.)

In making up this small wood turning, I made a

composition using film scrap, two j^arts by weight

;

acetone, four parts hy weight ; ethyl acetate, four

parts by weight ; finely [257] ground wood, two parts

by weight; ground spruce, one part by weight. I

took that plastic material which I had made and just

squeezed that in my hand, allowed it to dry, put it

on a lathe and turned it down to the shape in which

it now is. Then I put it in a vice, drilled a small hole

in the end of it, and then put in a slightly larger

screw and screwed it in the fill. I roughly shaped it

by turning it in a small wood turning lathe. Before

putting it in I just made a little oblong shape so it

would dry and then turned it down in the lathe.

(The wood turning was offered and admitted in evi-

dence as defendant's Exhibit A-55. It is forwarded

as a physical exhibit.)

I made up a composition to represent the Oblasser

disclosure. In this block there are two fills. The

main fill was made with the composition of 01)lasser

patent No. 19,242. It contains, one part by weight,

15-20 Seconds cotton; acetone, four parts by weight;

ethyl alcohol, two parts by weight; spruce wood

flour, three parts by weight. I made that into a plas-

tic composition and made the main fill and I knocked

out part of it and filled it with Pierson's composi-

tion having the formula ; reclaimed pyroxyline, one

part by weight; ether, two parts by weight; ethyl

alcohol, four parts by weight; castor oil. one-twen-
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tietli of one part by weight; lead oxide, one-twen-

tieth of one part by weight
;
powdered quartz, seven

parts by weight. This last composition made the

white fill.

(The block was offered and received in evidence

as defendant's Exhibit A-56. It is forwarded as a

physical exhibit.)

The contents of this can was what I used to make

the main fill in Exhibit 56. (The can was offered and

received in evidence as defendant's Exhibit A-57.

It is forwarded as a physical exhibit.)

I made up a wood turning from the contents of

that [258] can. I took some of the contents in my
hand and made a little oblong shape and left it to

dry and then I put it on a lathe and turned it down,

In doing so there was an imperfection on one side

caused by its not being filled in that side. I filled

this with another composition, put it back in the

turning lathe and re-turned it to finish up the fill

which I had made. The fill and the material below

Avere all made of the same material but the fill was

put on at a little later time.

(The wood turning was offered and received in

evidence as defendant's Exhibit A-58. It is forward-

ed as a physical exhibit.)

I made up this small block. The ingredients I

used were : One part by weight, nitrocellulose ; four

parts ethyl acetate; four parts alcohol; one-twen-

tieth of one part ester g-um; three parts by weiglit

of sawdust fiour. I drove the nail and screw in it.
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It is sanded off one one side of the fat side and two

sides of the thin side.

(The block was offered and admitted in evidence

as defendant's Exhibit A-59. It is forwarded as a

physical exhibit.)

I made up this block and fill myself. I used in

making the fill, one part, by weight of nitrocellu-

lose ; four parts by weight of acetone ; two parts by

weight of ethyl alcohol; one-twentieth of one part,

resin gimi; and three parts, spruce sawdust flour.

It was dried without heat or pressure and sanded

off in the same way.

(The block was offered and received in evidence

as defendant's Exhibit A-60. It is forwarded as a

physical exhibit.)

Referring to the Bussy or Thompson patont, I

made up this fill in this block. I used two parts

celluloid; seven parts acetone; one-fortieth of one

part ester gum; one-fourth of one part resin; one-

half of one part castor oil ; two parts ground oats

:

one part asbestos fibre; two parts good beet pulp

[259] two parts dried vegetables. The dried vege-

tables was a composition sold under that designation

by Claypool & Company, seed dealers in San Bern-

ardino. The patent calls for dried vegetables, and I

went up to Mr. Claypool's store and asked him if

he had ami:hing of that kind and he said he did,

and I bought a small quantity of it. This composi-

tion was dried without heat or pressure.

(The block was offered and received in evidence

as defendant's Exhibit A-61. It is forwarded as a

physical exhibit.)
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This small block I made myself. The ingredients

used in the composition to make up the block were

:

two parts by weight of celluloid scrap ; seven parts

by weight of acetone; one-fourth of one part by

weight resin gum ; one-fourth of one part by weight

ester gum; six parts by weight walnut shell flour;

one-half of one part by weight castor oil ; one part by

weight ground asbestos; one part by weight talc.

These ingredients were mixed up into a plastic com-

position. I shaped the block roughly on a piece of

glass off the library table by the aid of an ordinary

putty knife and by hand. I allowed it to dry and then

sanded it as it now appears. I drove the nail and

screw into it after it was dry. All of the nails and

screws that I put into these various blocks were

driven in after they had dried.

(The block was offered and admitted in evidence

as defendant's Exhibit A-62. It is forwarded as a

physical exhibit.)

I made up the fill in this block marked "Calsa-

tine-A." The ingredients I used in making up that

fill were: two parts cellulose; two parts by weight

of celluloid; seven parts by weight of acetone; one-

fourth of one part by weight of resin gum; one-

fourth of one part by weight of ester gum ; six parts

Ijs^ weight walnut shell flour; one-half of one part

by weight castor oil; one part by weight of ground

asbestos ; one part by weight of powdered talc. This

composition was dried in the same [260] way and

finished by sanding.
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(The block was offered and admitted in evidence

as defendant's Exhibit A-63. It is forwarded as a

physical exhibit.)

Turning to the Parks patent, I made this molded

mass. It is made from one part by weight, re-

claimed pyroxyline; three pai*ts by weight, ethyl

alcohol; two parts by weight of ether; one pai-t by

weight of cotton linters ; one and one-half by weight

of ground arrowroot; one part by weight of zinc

w^hite. I just squeezed the composition in my hand

and let it dry to produce that shape.

(The block representing the Parks patent was

then offered and received in evidence as defendant 's

Exhibit A-64. It is forwarded as a physical ex-

hibit.)

The contents of this can was what was used in

making Exhibit A-64. (The can was offered and re-

ceived in evidence as defendant's Exhibit A-65. It

is forwarded as a physical exhibit.)

Cross Examination

Mr. Dike:

The solvents that we used in Wood Dough were

chemically pure acetone bought by that name. I can

give you the formula as it is copied from our work

sheet. It is chemically pure acetone, ester gum, gum
elemi, benzol, film of three different nitrations, di-

butyl, phthalate, and castor oil. We use as fillers

finely ground wood fibre, 11% ; inert material, 30%.

You positively do not have to keep Wood Dough
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cool to enable it to dry without shrinkage. If it is

applied properly there will not be any cracks ap-

pearing if dried under ordinary temperatures of a

hot day. I can't state the exact date when all of

these various exhibits identified by me were made.

They were all made within the past thirty days. No

one was present during the making of them the

greater part of the time. Mr. Roller was [261]

present part of the time. There were other people

in the building always but no one knew what was

going on particularly.

In making up the various specimens to illustrate

the Pierson patent, I used the type of cellulose

designated on the card attached to it. It is dif-

ferent in some cases than in others. The reason I

changed was because I was instructed to do so by

our attorneys. There is some variation as to the

solvent as indicated on the cards. The reason for

making this variation was in following these patents

there was some variation called for and we wished

to demonstrate the effect that the variation of the

solvents would have. That was the way I under-

stood It. In certain cases I made a main fill and

then filled it with another material to demonstrate

the composition's ability to adhere both to its own
composition or like composition and to other objects,

and also in some instances to fill some defects

which appeared in making them up because some of

them were imperfect and I merely filled them up

with other materials and designated the ones that I

employed.
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I have not presented all of the speciments which

I made at this time. We made quite a few others.

I would say a great many others. I don't recall just

how many but easily as many more as are shown

here.

I haven't produced the other letters of the alpha-

bet as I recall. I believe we made up such samples

in going from one extreme range as to as far as we

went with the other. I don't know just what ex-

tremes we did go to but I loiow we went, generally

speaking, to the extreme range both ways of the

materials or quantities called for in the specifica-

tions. We went to both extreme ranges and then

made some specimens intermediate of the ranges.

We did not select one particular composition or

group of proportions and make up that alone as

the only one because that would not have shown the

range which was called for. I know that [262] all

of these compositions in this particular range would

show approximately the same because the ingred-

ients were all generally neaiiy the same there would

not be a great deal of material difference. I can't

truthfully tell just when I first came in contact with

Plaintiff's Plastic AVood. I believe it was about

1925. The first I recall having an}' occasion to get a

copy of the Griffiths patent was when we were no-

tified that a patent was issued. I would not be

positive about that. It was soon after, I don't recall

how soon. I have attempted to study the patent

carefullv and I was fully familiar with it before I
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made 'dny of these specimens. Defendant's Exhibit

43, which is the composition made with charcoal, is

not about the consistency of heavy black sand. I

would say it is considerably heavier.

I filled the cavity in Exhibit A-32 in very much

the same way that you describe filling a piece of

material the other day with Plastic Wood by build-

ing it up in thin layers, allowing each one to dry,

and after it dried, putting on some more until I had

built it up to slightly higher than the surface I de-

sired, and then when it had dried thoroughly, I

sanded it off. The section in this fill is fiat all the

way across. It was chiseled out, sanded down the

full depth, and then chiseled out fiat across here.

The material in Defendant's Exhibit A-48 is still

liquid. It is a heavy paste but it flows. It has a cer-

tain degree of flexibility. It has some rigidity yet

it has a certain amoiuit of flexibility. I would say

it would approximate the rigidity of soft wood,

sugar pine or something of that kind. I made this

material by taking these various materials which

are mentioned in Merrick's specifications and by

making them up in the various proportions I found

it would make a plastic mass of various proportions

by adding more solvent or less solvent, or more

filler or less filler, or various kinds of filler. I made

quite a number [263] of experiments that were satis-

factory and I would not say how many I made. I

have made numerous experiments ^ith numerous

patents which I have examined. We made several
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experiments before we made the specimens of the

Merrick composition, and the first ones we made

were oftentimes just as satisfactory as we made

later because we were going all the wa^^ down the

limits of the possible combinations. Exhibits A-54

and A-55 are not flexible. They are not made with

flexible materials.

Referring to the Oblasser patent, I ari'ived at the

propoi*tions used in making specimens A-56, A-57,

and A-58, by the same method I have just discussed.

By referring to the last paragraph of the first page

where it says, ''The agglomerate is constituted by a

paste composed of any suitable solid materials, such

as asbestos, pounded glass or sandstone, sawdust or

cork waste; cork powder, metallic powder or oxide,

amyhun, resin, pulverized carbon or the like mixed

with above-mentioned liquid coating." I have made

up more than one mixture under Oblasser. I can't

recall the number but I made up a number. Ex-

hibit A-60 which is marked "L-1 Oblasser" I be-

lieve was so marked because it refers to the nitro-

cellulose mixture as one of them used nitrated cot-

ton and the other was film scrap as I recall. I don't

say positively as to that. The marking was to dif-

ferentiate between the two types of nitro-cellulose

used.

Referring to the Thompson or Bussy patent, the

information is briefly given on the second page

which reads,

"This invention has for its object the manu-

facture of a water-resisting and impermeable
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paste-gimi or coating which is obtained by

means of celluloid dissolved or simply softened

by one or more suitable solvents such as acetone,

acetic acid, ether, alcohol, or the like, pure or

mixed, and in this case with the addition of

other suitable substances dissolved or otherwise,

such as resin, oil, gums, waxes, or the like, [264]

vegetable refuse or even talc, chloride of mag-

nesium, mineral or organic salts, vegetable,

mineral or animal powders, et cetera."

I didn't say I got the proportions there. I said I

got the infoi'mation which would enable me to get

the proportions that wa,y. I would not be able to

tell accurately how many mixtures I made up in ac-

cordance with the Bussy patent. I made up a num-

ber. The material in Exhibit A-55, I didn't say

could l)e used with a putty knife. It contains un-

ground cotton linters.

Q. In all these materials which you have made

up, this entire collection—I have gone through it

and I find that in every instance you use either two

or four parts of filler except, if I am correct, in

A-46, which is under the Pierson patent. Why
didn't you use other proportions, for instance three

parts or eight parts of filler?

A. Well, I found that two to four parts, and

right around in that range, made a very satisfactory

filler. It was the logical amount to use to produce

the plastic which is discussed in the patent, in the
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specifications. That is within the range tliat was

given in these specifications.

Q. And if you went outside of that range you

did not get a satisfactoiy material?

A. I wouldn't say that it would. Depend on

what you wore wanting. If you wanted a material

for molding, you would add slightly more of the

wood filler; and I think that the specifications on

the molded articles there show that slightly more

filler was used, just a slight amount more, neces-

sarily.

Redirect Examination

By Mr. Miller:

The A. S. Boyle Company puts out a solvent for

use in [265] connection with their Plastic Wood.

I purchased some of it this morning. This is the

can I purchased. I bought it at the Washington

Hardware Store here in Tacoma. The directions on

the can read:

''Directions. If Plastic Wood or Plastic Wood
White Waterproof Tile Cement hardens in the can

from exposure to the air, pour in a little Plastic

Wood solvent. Replace the cover tightly and allow

to stand over night. If sufficient solvent has been

added, the contents will be restored to its original

plastic condition. Use solvent to clean hands or

tools after working with Plastic Wood. Keep can

tightly closed when not iii use."

There is nothing on the can to indicate what the

original plastic condition of Plastic Wood shall be
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or was. I purchased this package this morning in

Sears Roebuck. I have preserved it in the manner

in which I obtained it.

Q. I will ask you to open this tube. I would like

to have it appear in the record that this tube is

hermetically sealed and this witness will now open

it. I would like to have you open it and on a piece

of paper squeeze some out onto a piece of paper to

demonstrate the pasticity of that composition,—^the

plasticity or fluidity of that material.

(Witness does so.)

I do not believe that you could mold with that

material.

(The witness then removed some of the contents

of plaintiff's Exhibit 36 and placed it on the paper

by the side of what was removed from the tube.)

Q. Will you state how the consistency of what

was in the tube and what was in the can compare?

A. Well, it doesn't compare very favorably. The

material in the can is of a much heavier consist-

ency than the other material. [266]

This block that is stamped ^'Duratite Wood
Dough" contains a fill that I made. It is made of

Duratite AVood Dough which is our product as

put on the market. This fill was dried in the same

way as other examples of the fill made in accord-

ance with Pierson, Merrick, and others with the ex-

ception that those made with whiting and charcoal

were made by the successive applications of thin

laj^ers. The other fills were all made in one appli-

cation.
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(The block of wood stamped "Duratite Wood
Dough" was offered and received in evidence as de-

fendant's Exhibit A-66. It is forwarded as a phy-

sical exhibit.)

Prior to 1920, I made a composition containing

nitro-celhilose and solvent. I made plastic materials

using nitro-cellulose and a volatile solvent with a

finely divided wood filler when I was an enlisted

man in the United States Army during the World

War at Kelly Field, Texas. We made this material,

using what we used as airplane dope and fine sand-

ing dust from the planing and sanding mill and to

repair chipped out parts in airplane propellers,

landing gear, etc., where the stones thrown by the

draft of the propeller would nick out chips and there

is where I learned the formula of making this ma-

terial. This was a general practice at Kelh^ Field,

Texas, as well as at numerous other fields. The

consistency of the mixture was very much the same

as those we have here in the exhibits.

Q. Now, from your observation in making these

various compositions that were to represent what

is disclosed in the Pierson, Thompson, Merrick,

Oblasser i)atents and perhaps others, did you ob-

serve that there was anything critical about the par-

ticular proportions that had to be used?

A. I did not. There was nothing critical about

the proportions.

Q. If you used more or less nitro-cellulose would

that [267] affect the composition in any material

respect ?
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A. Well, within certain ranges. If you got out-

side of these ranges it would affect it.

As long as you did not take absurd proportions

you would get practically the same result. As to the

solvent in the finished result the solvent made no

difference because the solvents w^ere all evaporated.

The fillers made some difference. For instance, if

you w^anted to fill a small cavity or fine crack, it

would not be made as heavy as if you wanted to fill

a big knot hole.

I have taken a composition representing the Mer-

rick patent, such as was used to make Exhibit A-52,

and pressed it out into a thin layer and allowed it

to dry. I tested the composition after it had dried

to determine its flexibility. It had a certain degree

of flexibility closely approaching that of heavy sole

leather. All of the compositions that I made which

were within the approximate ranges of those repre-

senting the Thompson, Merrick, Pierson, and Oblas-

ser patents employing the cellulose filler were suit-

able for patching up wood. By the term "approxi-

mate range", I would say from one to three or

four parts either way of materials or solvents or

nitro-celluloses as used, depending upon the relative

quantities of the various materials. If we have

a composition made here with nitrocellulose, four;

ether, four; alcohol, four; and a cellulose filler, the

filler might have been increased up to six or eight,

or decreased dovm. to two or three, or could be in-

creased to even a greater degree by using certain
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types of very compact materials. With the ])ro-

portions by weight you could increase the range

even to that extent. For instance, I have found that

the walnut sliell flour will weigh approximately

twice as much per given bulk as the same bulk will

weigh of spruce flour. In other words, one pound

of walnut flour would take up no more room than

one-half pound of lighter material. [268]

R-ecross Examination

By Mr. Dike:

As to what took place at Kelly Field, I am speak-

ing entirel}' from memory.

The Court: It will be imderstood, then, that the

time will be divided equally between direct and

cross examination of this witness, from now mitil

12 o'clock.

Mr. Miller: It is perfectly agreeable to me. I

want to read this dedimus potestatum, but as I gave

warning in my opening statement, I want to pre-

serve my objection to the introduction of that de-

position for an^^ purpose in this case, and also to

preserve all my rights to object to the interroga-

tories that were propounded by the plaintiff's coun-

sel. Xow, the order that gTanted that specifically

provided that these objections should be deferred

until the time of offer, and I want it distinctly mi-

derstood in this connection.
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DR. GUSTAVUS J. ESSELEN,

recalled in rebuttal testified as follows:

Direct Examination

By Mr. Dike:

Q. You are the Dr. Esselen who has already tes-

tified in this case?

A. Yes.

Q. You have heard Mr. Webb and Mr. Roller

testify as to the Merrick patent, as to certain ex-

periments or specimens which have been made, pur-

porting to be in accord with the Merrick patent.

What have you to say?

Mr. Miller: I object to that question as too in-

definite. I don't know what he is calling for.

The Court: Objection overruled. [269]

Mr. Miller: Exception.

The Court: Allowed.

A. The Merrick patent, as it states at the head-

ing, is for a filler for shoe-bottoms.

Just as your Honor knows, generally men's shoes

are made in such a way that there is a heavy outer

sole and an inner sole; and in welt shoes there is a

space between the outer sole and the inner sole be-

cause of the fact that the inner sole is supported

all around the edges by the welt, and that leaves a

hollow space in there which is ordinarily filled up

by a composition, ordinarily referred to as a shoe-

bottom filler.

Now, as described by Mr. Merrick, there are cer-

tain essential properties in a shoe bottom filler;

one is that it shall have a certain amomit of elas-



vs. A. S. Boyle Company 309

(Testimony of Dr. Gustavus J. Esselen—rebuttal

—

direct.)

ticity or resiliency so that when the weight of the

foot goes down on it, it is not hard. The second

essential requirement, and even more impoi'tant,

obviously, is flexibility so that when you walk, the

bottom of the shoe wiW give with the movement of

the foot. iVnd in two places here in the patent, one

in line 30 and again in line 68, the quality of flexi-

bilit}^ a permanent flexibility, in line 68, is re-

ferred to.

Now, the Merrick patent gives no proportions. It

merely states the ingredients which are to be used

in the material, but it emphasises, as I say, that the

material shall be flexible. It says what it shall be

made out of: "My invention consists in a plastic

composition comprising essentially a solution of

pyroxyline,
'

'

The Court : Define that, if you will.

A. Nitro-cellulose. " a suitable base con-

sisting preferably of ground cork and asbestos filler

or other fibrous material. The solution of pyroxy-

line serves as a binder or [270] cement, " and

so on.

Now, in accordance with that description, and

bearing in mind that these shoe fillers are ordinarily

always made of gTound cork as we have stated here,

I have made up a sample in accordance with the

Merrick patent, which is permanently flexible, made
from gromid cork and the other constituents which

are here, and this is a sample of the material.
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(The specimen presented by the witness was of-

fered and received in evidence as plaintiff's Exhibit

58. It is forwarded as a physical exhibit.)

Q. Now, will you refer to the Oblasser patent

and make such comments on that and on the testi-

mom^ that you have already heard as you think

desirable ?

A. In the Oblasser patent again, no proportions

are given. There are three distinct features to the

Oblasser disclosure. The first is a coating for bat-

tery boxes, for the inside of bottery boxes, to make

them waterproof. That coating he describes as

being made of nitro-cellulose with or without cam-

phor, dissolved in ether, acetone or other suitable

solvent.

That coating liquid, from the language of the

patent, it seems to me must necessarily be a free-

flowing liquid like a paint, as it is described as being-

applied by a brush or roller. It has no filler in it.

Now, the second feature of that Oblasser patent

is an agglomerate, which is made by mixing this

coating liquid with a filler. The purpose of the ag-

glomerate, as described in the patent, is to make

battery boxes directly from this molding.

Now, if you are gomg to make an article like a

battery box which is open only on one end or one

side, it is obvious that you cannot use a mixture for

that purpose which has an appreciable amount of

volatile solvent left in it. When it refers to making
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1)attevy boxes by moulding, it must necessarily [271]

refer to the mechanical operation of moulding un-

der pressure, probabh^ also with the aid of lieat,

l)ecause if one were to rely on shaping the box first

and then allowing it to set up hy the evaporation of

the volatile solvent, there would necessarily be

warpage during the drying, for the simple reason

that the volatile solvent would dry out much more

freely from the outside of the box than it would in

the inside space, in the inside of the box, and that

woukl necessarily result in warping. Therefore,

what is described here must be a very stiff mixture

which is moulded by mechanical processes under

heat and pressure.

The third feature of the Oblasser patent is sim-

ply a cover for battery boxes, which cover is made,

essentially, of a piece of transparent celluloid.

Q. Xow, will you refer to Hubbard's book on

''The Utilization of Wood Waste", the three para-

graphs to which ^Ir. Roller referred and make such

comments on that as you think necessary ?

A. First, on page 8 of Hubbard's book on ''The

Utilization of Wood Waste" it reads as follows:

''The use of sawdust in combination with binding

and cementing substances, such as glue, albumen,

blood and resin to form plastic materials or so-

called artificial wood is already somewhat old and

well-known. '

'

Xow, if one were to make an artificial wood, using

glue, albumen or blood obviously the finished product
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would be affected by atmospheric conditions, de-

pending upon the moisture or whether exposed to

water. If it were made up with resin it obviously

would have to be heated to be rendered plastic and

capable of being used. And when it cooled it would

harden and become brittle. It would not be the

character of material at all with which we are deal-

ing here in the Griffiths patent.

Then, on page 10 of the same book the statement

is made: "Sawdust of any sort may also be used in

making plastic [272] cements for filling up defective

places in woodwork, and it is advantageous for this

purpose to use the sawdust of the same kind of wood

as that to be filled.
'

'

There is a very general statement with no direc-

tions given as how to do it or what the binder is or

anything else.

On page 178 there is a paragraph which again

gives no proportion and which reads as follows: "In

the manufacture of a plastic composition w^hich can

be moulded F. Matas y Rodes (French patent

349,762, 1904) employs sawdust or shavings mixed

w^ith a solution of nitro-cellulose in methyl alcohol

for the purpose of binding the particles together.

The material is pressed in heated moulds, which are

constructed of perforated sheet metal or wire gauze

in order to allow the solvent to escape."

Now, this, obviously, is quite different from

Griffiths' patent, because this is what is kno\\Ti as a

I
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hot moulding composition, where it is put in a hot

mould and formed imder heat and converted into

such a condition that when it cools it solidifies. This

is a hot moulding composition, quite different from

Griffiths'.

Those are the three paragraphs to which refer-

ence was made.

Q. What have you to say as to the '* Engineer-

ing" publication?

A. The reference in "Engineering" is on page

785 of the issue for December 9, 1921, and the first

paragraph contains the following statement, after

referring to a new material named by the firm,

''Plastic Wood", it describes it as follows: "It is

a collodion preparation made wdth very fine wood

meal, and as supplied ready for use is of the con-

sistency of soft putty, and of much the color of

deal."

Now there again, aside from the expression that

it is "a collodion preparation" and saying that it

contains very fine wood [273] meal, no information

is given as to how the consistency of putty is ob-

tained. It might, for example, be obtained by using

a relatively thin solution of nitro-cellulose with a

low nitro-cellulose content and using a considerable

portion of wood meal. If that w^ere done, the result-

ing product w^ould be quite crumbly and weak, be-

cause it would not have the necessary strength,

although it would have the consistency of putty.
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On the other hand the same " consistenc}^ of putty"

might be obtained by using a collodion solution,

which is fairly heavy in its content of nitro-cellu-

lose, which would only permit a relatively small

amount of wood filler to be incorporated wi\h it to

get the consistency of putty, in which case, when it

had dried do\Arn there would be a very considerable

amount of shrinkage and the product would not

bear much resemblance to Avood.

Q. You heard Mr. Webb's testimony as to the

sale by The A. S. Boyle Company of additional sol-

vent for use with Plastic Wood. Will you explain

why that is necessary, if you know %

A. Yes. I wonder if I may see that exhibit?

Mr. Dike: Weren't these offered?

Mr. Miller: Yes, they were offered, certainly

—

supposed to have been. I would like to make the

offer now if they have not been. I offer both the

solvent and the tube.

Mr. Dike: I make no objection to the lateness of

the offer.

(The sample of Plastic Wood Solvent was offered

and received in evidence as defendant's Exhibit

A-67. It is forwarded as a physical exhibit.)

(The sample of Plastic Wood was offered and

received in evidence as defendant's Exhibit A-68. It

is forwarded as a physical exhibit.) [274]

In other words, that is put out for the convenience

of the buyer because when a carpenter or other

1
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person is using Plastic Wood it is not always con-

venient to put the cover on absolutely tight. In

other words, there is a slow drying out of the

material in the can which is unavoidable, and in

order that the material may be put back to its

original condition for use, this solvent is provided

and the directions for its use are provided, which

specifically state that: "If sufficient solvent has been

added, the contents will be restored to its original

plastic condition."

And the second purpose for putting out this sol-

vent is to clean the hands or tools after working

with Plastic Wood, because it has a habit of stick-

ing very tenaciously to the hands or the tools.

Q. Xow, referring to the tube of Plastic Wood,

A-68, state why, if you Iviiow, the material in that

tube is slightly softer than the material in the stan-

dard cans of Plastic Wood.

A. The material is put out in the tube form for

convenience in use. If it were the same material as

in the can, it would not be possible to squeeze it out

from the narrow opening of the tube. Accordingly,

in making Plastic Wood that is put out in tube

form, a small amomit of the volatile solvent is added.

The composition of the base is not in any way

changed, and the contents of nitro-cellulose, ester

giun and castor oil and wood here are in exactly

the same proportion as in the form in the can. There

is merely the slightly greater percentage of solvent

to enable it to be easily squeezed out of the tube.
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Q. In the early part of your answer you said

that the materials were the same. You meant the

consistency, didn't you?

A. No, the consistency is higher in the materials

in the cans, but the materials are the same.

Q. That is what I wanted to make sure. You
heard [275] Mr. "Webb say that the proportion of

solids made no difference. What have you to say to

that?

A. Well, that is a rather broad statement. In

what connection, please, Mr. Dike:

Q. Mr. Webb was explaining, if I remember cor-

rectly, that the proportions of solvent to solids made

no difference in the final product. Will you just ex-

plain what the proportionate relationship should

be and why a material which is putty-like in the

first place may not necessarily produce a satisfac-

tory product after drying?

A. I have more or less covered that in my dis-

cussion of the "Engineering" reference. The im-

portant point is simply this: That you may secure

a putty-like consistency in one of two ways: You

may either secure it by taking a solution whicli

contains a small quantity of nitro-cellulose and add

a considerable amount of wood flour to it until you

get the consistency of putty, but the material would

not have sufficient binder in it to give you a wood-

like material when it has dried. Or, you may obtain

your putty-like consistency by using a more viscous

I
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nitro-cellulose solution which would pennit only a

small amount of wood flour to be added to obtain

the putty-like consistency, and when that dried down

there would be considerable shrinkag'e and it would

not be wood-like when it had dried.

Q. Do you find in any of the patents or publica-

tions discussed by Mr. Roller or Mr. Webb any

description which would have taught, without ex-

perimentation, how to make a material containing

nitro-cellulose, finely divided collulose filler and a

volatile solvent in such proportions as to harden

upon mere exposure to air to substantially the rigid-

ity and solidity of wood?

A. I found absolutely there was no such dis-

closure in any of those patents. To be sure, if one

started in his mind vdth the concept which ^Fr. Dike

has outlined, it would then 1)e i)ossible [276] ]\v

considerable experimentation to find, within the

limits—rather wide limits—of the proportions

which are given in some of these patents, particu-

larly the Pierson patent, a set of proportions which

would correspond to the material having the prop-

erties which Mr. Dike has described. However, un-

less one started vdth that concept in mind, T find

absolutely no such description in any of these pat-

ents; and in order to obtain such material it would

be necessary to either have exceeding good fortune

and happen on such a mixture by chance, or else

to carry out a long series of experimentations to find
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that composition which would correspond to that

concept.

Ctoss Examination

By Mr. Miller:

Q. Now, what is in this Exhibit 58, Dr. Esselen ?

A. Well, there is

Q. Do you have your notes on that?

A. I think I do. That sample was made up from

nine grams of nitro-cellulose, which was wet with

three grams of denatured alcohol. There was added

to that 62 grams of wood alcohol—that was crude

wood alcohol.

Q. How many, 62?

A. Sixty-two. 18 grams of castor oil; 13.5 grams

of groimd cork ; and 2 grams of asbestos fibre.

Q. Anything else?

A. That is all.

Q. Do you call this cork material in here ground

cork?

A, I call that ground cork.

Q. Did you ever hear anybody else call that

ground cork?

A. That material was selected of that particular

degree of fineness because I happen to have seen a

number of shoe-bottom fillers in which cork of that

degree of fineness was used. That [277] is why that

was used.

Q. Now, this Pierson patent calls for groimd

cork, doesn't it?
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A. I don't remember whether Pierson

Q. 1 mean the Merrick patent, under wliich you

made that ?

A. Right.

Q. And does it say, in that Merrick patent, any-

thing about adding 18 grams of castor oil?

A. It says that the material nuist be flexible and

able to bend, and I used that as a means of obtain-

ing flexibility.

Q. ^fy time is limited, and I will ask you to an-

swer my questions as closely as you can. Does it

say anything in the Merrick patent about putting in

castor oil?

A. Specifically, no; but it says to add a mate-

rial

Q. (Interrupting) That is all I want.

A. which \\411 give permanent flexibility.

Q. What is the effect of castor oil?

A. It adds flexibility, a permanent flexibility to

a compound which is made from nitro-cellulose.

Q. You have in that composition 18 parts of

castor oil as compared to about 110 parts total, do

you not?

A. Approximately that. I haven't added it up.

Q. And what is the maximum amount of castor

oil that Griffiths suggests in any of his composi-

tions ?

A. I don't recall that, but I was not duplicating

Griffiths at that time.
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Q. I didn't ask you that. I want to know what

his maximum is.

A. I don't recall.

Q. You don't know, in other words? Is that

correct ?

A. No. [278]

Q. Now, when Mr. Merrick is referring here to

'^ Other elastic material than cork may be employed

as the base, as for instance finely divided wood,

leather, paper pulp, etc.,"* he is referring to some

material having the elasticity of approximately

wood, isn't he?

A. As a filler, yes.

Q. Wood is not a very elastic material, is it ?

A. Wood is not.

Q. You wouldn't call it that, but he designates

that as "elastic", Merrick in his patent, doesn't he?

A. No, he says he uses that as a filler. ,

Q. Doesn't he say "other elastic material than

cork may be employed as the base, as for instance

finely-divided wood?"

A. That is right.

Q. And he is characterizing "finely-divided

wood" as an elastic material?

A. That is right.

Q. And if he made that compound up with

finely-divided wood what would he have ?

A. If he made it up of finely-divided wood, he
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would have a flexi])lo, rubbery material approxi-

mately similar to the sample I made with cork.

Q. Have you ever made up this composition of

Merrick's leaving out this loading of castor oil and

using the finely-divided wood?

A. I do not think I have, because the castor oil

is not "loading", Mr. Miller. It is put in there

mider specific directions of the patent to provide

flexibilit}'.

Q. Well, tell me where the patent told you to

init in one gram of castor oil.

A. In line 30 it says that the finished product

is ''one that shall possess flexibility." And in line

68 it says, ''It [279] remains very flexible."

Q. It does not tell you anywhere in this patent

to put in one particle of castor oil?

A. It told me to put in some material wiiich

would keep the product flexible.

Q. Merrick says this material is sufficiently elas-

tic or flexible without it, doesn't he?

A. No, I beg your pardon.

Q. He does not give you any suggestion to put

any rii, does he?

A. He certainly does.

Q. Where?

A. The part I have just read to you.

Q. You don 't see any castor oil there, do you ?

A. I beg your pardon?
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Q. You don't see any castor oil mentioned any-

where in this patent?

A. I said I did not see it mentioned specifically.

Q. Now, I will ask you to refer to this Oblas-

ser patent and just point out where you find any

suggestion in this patent of using heat and pressure

in moulding.

A. On page 3, at the top of the page it reads as

follows: "Under these circumstances, instead of

rendering a receptacle of wood or other material

tight by the application of our coating we may
manufacture it directly by moulding, use being made

of the said agglomerate", which I described.

Q. Where does it say anything about using heat?

A. I interpret it in that way because I do not

know how it could be made, practically, in any other

way.

Q. Well, you have some compositions here made

up of nitro-cellulose, solvent and cork powder and

sawdust that have been moulded, haven't you? [280]

A. Yes, but I haven't seen a hollow box made

that way and I know, from my experience with cel-

luloid, that if you wanted to make a celluloid box

you would have to make it under heat and pressure

for the reason that I have described.

Q. There is nothing stated in that patent about

using pressure, is there?

A. No.
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Q. Is there anything stated here that you can

put your fingei' on that says to use some heat?

A. No.

Q. You would not, even assuming that the

])at(Mit did not tell you to do it, Avould you, in mak-

ing up that composition?

A. Xo, but the patent does not tell nie not to use

heat and pressure, and my common sense tells me
that to do it successfully you would have to use heat

and ]:)vessure.

Q. Now, you said something about them warp-

ing if you did not use heat and pressure. Do you

know whether or not Plastic Wood, as put out by

the Boyle Company, when it dries, warps?

A. If it were moulded into a box under these

conditions it would warp, for the reason that I have

explained, the solvent will evaporate more rapidly

from the outside than from the inside.

Q. As a matter of fact, many of these exhibits

that we have here show warpage, do they not ? Look

at the end of this little turning. Exhibit 41. You
see some warping in that, don't you?

A. There is a certain amount of shrinkage in

the flat surface.

Q. And also some warping?

A. I don't call it warping. In fact, that surface

looks quite flat to me. [281]

Q. How about some of these pieces that were?

Do vou remember them at all?
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A. These happen to have been top surfaces and

there was no pains taken to avoid it after it was

made, or to keep it, in fact, with an absolutely even

edge.

Q. These other exhibits here, such as 37, these

were sanded after they were made, weren't they?

A. Yes, they were sanded after they were made.

Q. Do you know whether they were warped

prior to the sanding?

A. I don't recall.

Q. Didn't you see them?

A. Yes, but I don't recall.

Q. Now, referring to Hubbard, page 10, and to

the part that you read of that page. What further

instructions did you need to make up that piece of

wood ?

A. Well, if you mean absolute, complete instruc-

tions, there weren't any given here.

Q. Well, are you again to use the same common
sense that told you you should use heat and pres-

sure, in Oblasser or not?

A. Well, personally, I do not think the question

applies here, Mr. Miller. I surely hope I used some

common sense in making the thing up.

Q. If you had these directions there you would

know how to make up that composition, wouldn't

you?

A. This says: ''Sawdust of any sort may also be

used in making a Plastic Wood Cement for filling

I
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up defective places in woodwork." Now that cer-

tainly makes a statement, but gives absolutely no in-

dication as to how.

Q. How about page 8?

A. Page 8, the suggestion is made that that may
be made with glue, albumen or blood, and as I have

already said, as a matter [282] of fact, that if it

were made with these materials it would obviously

be affected by water or moisture. Or it says that it

can be made with resin ; and if you use resin to make

it you have got to heat the resin and allow it to

cool after it is in place.

Q. Now, you know how to mix up some glue and

sawdust, don't you?

A. Yes.

Q. You wouldn't have to have any further direc-

tions on that?

A. No.

Q. Coming back to page 10.

A. Yes.

Q. Would you know how to mix up some saw-

dust and cement?

A. Yes. ''Sawdust of any sort may be used in

making a plastic cement,'' but it does not say what

binder. It may be made with wood and you could

mix it with the glue or the albumen or the blood or

resin.

Q. Any mixture could be used to make that, one

practically as good as the other ? Wliat does it say ?
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A. It says, '* Sawdust may be used to make a

plastic cement" but it does not say what the bin-

der is.

Q. Referring back to page 178 in this book, in

making up Exhibit 49 you used some heat, didn't

you?

A. Yes, I used heat approximating that of a hot

summer's day.

Q. But you used that for five days, didn't you I

A. Yes.

Q. You never heard of a summer's day lasting

that long?

The Court: I don't understand that question.

Mr. Miller: Q. Why did you use heat for that

length of time? [283]

A. As a matter of fact, heat was applied in-

temiittently during the day when the laboratory was

operating and shut off at night.

,
Q. What is the effect of adding heat to a com-

position of that character?

A. To speed up the drying and to hasten the

evaporation of the volatile solvent.

Q. In other words, if you do not use heat it dries

out slowly?

A. It dries out a little more slowly.

Q. Coming over to this Pierson patent, do you

find disclosed in that Pierson

Mr. Miller : Q. Do you find in that Pierson patent

any "doughy, putty-like, plastic composition" made
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up of nitro-celhilose in a solution" containing a

volatile liquid "and a finely-divided cellulose filler

in such proportions as to harden upon mere ex-

posure to air to substantially the rigidity and solid-

ity of wood?"

A. No.

Q. Do you find in that Pierson patent, referring

to the composition he sets up for the filling, where

he takes one part nitro-cellulose, four parts alcohol,

four parts ether, and one to sixteen parts of saw-

dust?

A. I understand you to say a composition

described as having the consistency of putty before

drying out and after such drying out forming a

mass resembling wood. There is no such sugges-

tion in the patent.

Q. He is going to make up a material for

moulding, isn't he?

A. He says he is making it for mouldings which

I present to be, as of the date of this patent, 1867,

picture mouldings. [284]

Q. Do you find in the Pierson patent any compo-

sition which is doughy, composing nitro-cellulose in

solution, containing a "volatile liquid and a finely-

divided cellulose filler in such proportions as to

harden upon mere exposure to air to substantially

the rigidity and solidity of wood?"

A. I do not find a description of such a ma-

terial as Mr. Webb has showed us. If 3'ou experi-
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ment sufficiently you can find that there is such a

mixture within these rather wide limits of ''one to

sixteen" parts of filler, but there is no specific sug-

gestion of an}^ such compomid or mixture in here.

Q. Wouldn't your common sense tell you to mix

up the nitro-cellulose with a volatile liquid and cel-

luloid and add enough sawdust until you have got

it of the consistency of dough, so you could mould

with it?

A. He doesn't suggest that.

Q. He says you are going to make a moulding

compoimd.

A. Not as I read it. He says it is useful stauary

or mouldings. That may possibly imply that the

statuary is to be moulding. It may be you make

up a mass and carve a statue.

Q. In either case it would be a dough-like com-

position, wouldn't it?

A. Why, it may be or it might be something

else.

Q. How would it compare with Griffiths, when

Griffiths varies his regime?

A. In the Griffiths patent he specifically des-

scribes a material, the properties of which have been

outlined here several times, but essentially it com-

prises nitro-cellulose in a volatile solvent, with a

cellulose filler, of such consistency that it is putty-

like before it is used, and when it dries down it

dries down to the consistency of wood, and there is
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absolutely no suggestion of such a concept any-

where in the Pierson patent. [285]

Q. Referring back to the Griffiths patent, he

says in lines 58 to 63: **The propoi'tion of weight of

filler to weight of solution I prefer to lie between

15 and 30 parts of filler to 85 and 70 parts of solu-

tion. On the other hand proportions outside these

limits may be employed." Now suppose we have a

composition according to Griffiths in which he has

his filler here, instead of 30 parts, which is the

upper limit, he goes outside and goes up to 40. How
would that composition compare with Pierson?

A. That all depends on what the filler is. You
will notice Mr. Griffiths, in his example on page 2,

uses 40 parts of filler, where he uses a mixture of

w^ood flour and china clay and that is obviously what

he had in his mind when he said: *'0n the other

hand, proportions outside these limits may be em-

ployed." A^^iere he says, ''15 to 30 parts" he is re-

ferring to wood flour filler and that gives the best

results, I know from experiments, just as Mr.

Griffiths says it does.

Q. You would not consider a wood dough that

had only ten parts of filler as being satisfactory,

would you?

A. It is quite satisfactory for many purposes

because the proportion of wood filler to the mineral

filler is to adjusted in the Wood Dough that the

volmne relationship in the Wood Dough is very
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close to the volume relationship in the Plastic Wood.

Q. How about that relationship between the

mineral filler and the wood dough filler in the

Griffths patent? I understand from you that if

you increase the proportion of filler to 40 or 50 or

even 60 parts, that that was the ''between 15 and 30

parts of wood, the balance filler," is that correct?

A. That is no?/' what he says.

Q. Isn't that the way I understood it a few

minutes ago?

A. When he says "between 15 and 30 parts of

filler" he is referring to a composition in which the

filler is entirely [286] wood flour.

Q. Well, you do fuid in the Pierson patent, don't

you, a composition composed of nitro-cellulose in a

solution containing a volatile liquid and a finely-

divided cellulose filler?

A. Yes, ^^^thout any proportions or other sugges-

tions given.

Q. Ajid you find that in the Pierson patent when

he uses his basis of two parts of sawdust in his

mixture, in paragraph 40 that the filler is present

in more than fifteen parts by weight?

A. If he uses more than two parts?

Q. Yes.

A. Yes.

Q. Anything above that would g^ive him more

than fifteen parts by weight?

A. That is right. Of course if he uses only one

I
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part you would have considerably less, and be says

you may go up to sixteen parts.

Q. If he uses only one part that would give you

10% filler?

A. Yes, that would give you 10% filler.

Q. A^liich is about the same quantity that the

Wood Dough has, isn't that correct?

A. No, Wood Dough has altogether, if I remem-

ber, 40 parts of filler.

Q. Well, they have ten parts of wood filler, don't

they?

A. As I remember, it is 10 or 11, as stated in

your answer.

Q. And how about this Oblasser patent ? Do you

find in that patent wherein he makes up a composi-

tion, an agglomerate, don't you find presented there

a composition of nitro-cellulose in a solution con-

taining a volatile liquid and a finely-divided cellu-

lose filler? [287]

A. That is a patent for an adhesive cement ov

an impermeable coating, if I remember it.

Q. It is plastic, isn't it?

A. He advises it, as I judge, for sticking articles

together, such as wood, or for covering them over

with an impermeable layer, which implies a viscous

liquid to apply to the cloth, because it says the mix-

ture is usually made, while cold, by simple agitation.

That means simple agitation or stirring, and if it

were a paste it would require more than that.
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Q. Line 19.

A. In the complete specifications?

Q. Yes.

A. Yes.

Q. When he refers to a ''paste-gum" that would

indicate a plastic, would it not, a plastic like

library paste?

A. Or LePage's glue.

Q. It indicates plastic, and he has presented

there a nitro-cellulose in a solution containing a

volatile liquid and a finely-divided cellulose filler,

hasn't he?

A. That is true, but he hasn't in any way sug-

gested any material such as is here suggested by Mr.

Griffiths.

Q. Now, do I understand you that all composi-

tions made up of nitro-cellulose in a solution con-

taining a volatile liquid and a fuiely-divided cellu-

lose filler will not work or are unsuitable for this

purpose ?

A, All compositions?

Q. Yes.

A. Yes.

Q. All of them are not?

A, All of them are not.

Q. Just some of them are?

A. Right. [288]

Q. Are all plastic compositions containing nitro-

cellulose in a solution containing a volatile liquid

and a finelv-divided cellulose filler suitable?

I

I
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A. To a certain degree, yes.

Q. Within what degree ? Can you explain that a

little more in detail?

A. To put in the limitations of plastic.

Q. Yes.

A. Well, if you have too small a proportion of

wood flour the thing will obviously shrink too much
when it dries, but it could be used—I mean shrink

too much for practical purposes.

Q. Well, all doughy, putty-like plastic composi-

tions comprising nitro-cellulose in a solution con-

taining a volatile liquid and a finely-divided cellu-

lose filler in such proportions as to harden upon

mere exposure to the air to substantially the hard-

ness and rigidity of wood, would be suitable ?

A. Yes, a mixture having those qualities would

be suitable.

Q. And what would these proportions be?

The Court: You have taken your time.

Mr. Dike: No redirect.

Mr. Dike: I now offer in evidence the interroga-

tories and answers of Manfred E. Griffiths and

Ernest Caizley Murray, which were taken on a

dedimus potestatum issued by this Court, and they

have been returned to the Court. It is my under-

standing these were taken subject to objections as
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to their admissibility and I think the whole thing

depends on this question of the right to carrj^ back

the date of invention to an invention made abroad

and not in the United States. That [289] is solely

a question of law which I will deal with in my
brief, and I suggest, if your Honor please, that the

rulings on these two matters be cared for in your

Honor's opinion. M
Mr. Miller: That is perfectly satisfactory, if the

oiDposing counsel wishes to propose two questions

of law. That is my main objection to this Griffiths

and Murray deposition; it is perfectly agreeable

to handle that matter in the brief.

The Court: That is satisfactory to the Court.

The interrogatories and answers referred to read

as follows:

Interrogatories for

MANFRED E. GRIFFITHS
Ql. Please state your name, age, residence, and

occupation? What was your education?

Al. Manfred E. Griffiths, 57 years of age, resi-

dence: Haclaieys Corner, Claydon, near Ipswich,

Technical AdAiser. Education: Manchester Tech-

nical College and articled pupil to an analytical and

consulting chemist.

Q2. By whom are you now employed and in what

capacity ?

A2. By Nobel Chemical Finishes Limited in the

capacity of Technical Adviser.
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Q3. How long have you been employed by Xobel

Chemical Finishes Ltd., and its predecessors? Dur-

ing what years? Name the predecessors of Nobel

Chemical Finishes Ltd., from 1918 to date.

A3. I have been employed for 35 3^ears, 1900 to

1935. The predecessor were Nacol Industrial Col-

lodions Limited and the New Explosives Company

Limited.

Q4. Where does Nobel Chemical Finishes Ltd.,

have its factory and laboratory? At which factory

are you emplo3^ed ?

A4. Nobel Chemical Finishes Factory and

Laboratory is at Stowmarket. I am employed at

Stowmarket Factory. [290]

Q5. Is Nobel Chemical Finishes Ltd., a sub-

sidiary of some other company and, if so, of what

company ?

A5. Nobel Chemical Finishes Limited is a sub-

sidiary company of Imperial Chemical Industries.

Q6. Where is the home office of Imperial Chemi-

cal Industries Ltd.?

A6. Millbank, London.

Q7. Are 3^ou the Manfred E. Griffiths who is the

patentee of United States letters patent No.

1,838,618 for Plastic Composition, issued December

29, 1931 on an application filed November 17, 1923?

A7. Yes.

Q8. Did you take out any letters patent in

Great Britain for the plastic composition described
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and claimed in said U. S. letters patent No.

1,838,618?

A8. No.

Q9. By what name, if any, do you commonly

call the plastic composition described and claimed

in your United States patent No. 1,838,618?

A9. Plastic Wood.

QIO. Please state in full and substantial detail

the circumstances relating to the discovery of the

plastic composition described and claimed in said

patent No. 1,838,618, giving the dates of the occur-

rences which you describe. How did you come to

make the experiments leading to this discovery?

AlO. In response to an enquiry for a stopping

material for shoe lasts, development work was car-

ried out in the early part of 1919 in the Industrial

Nitrocellulous Laboratory of the New Explosives

Company at Stowmarket. Part of the work of the

Industrial Nitrocellulous Laboratory consisted of

the preparation of special compositions for particu-

lar industrial application and the enquiry in ques-

tion was dealt with in the normal routine of [291]

the laboratory. Work was continued until the end of

1919 when a composition was produced similar to

that described in lines 12 to 27 of the U. S. Patent

1,838,618. Modifications were also prepared within

the limits given in lines 50 to 60 of U. S. Patent

1,838,618.

Qll. By whom were you employed at the time

you made the said invention; and in what capacity?
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All. Emi)loyed by the New Explosives Company

Limited in the capacity of Chemist.

Q12. Wlien was the first specimen of the plastic

composition such as that described and claimed in

your United States patent No. 1,838,618, made up?

A12. A plastic composition the same as that de-

scribed in lines 12 to 27 of U. S. Patent 1,838,618

was made up at the end of the year 1919.

Q13. State each of the ingredients and the pro-

I)ortions or amounts of each ingredient employed by

you in making the first complete and satisfactory

specimen of said plastic composition. Whiat pro-

cedure was adopted to harden the material?

A13. The first complete and satisfactory speci-

men of plastic wood was made to the following

composition

:

17 parts by weight of Celluloid Scrap

4.5 " '' " " Castor Oil

8.5 " " " " Ester Gum
10 " '' " '' Industrial Spirit

30 " *' '' *' Benzol

30 '' '' " " Acetone

77 parts by weight of this solution being mixed with

23 parts by weight of finely ground wood flour. The

composition was hardened by exposure to the air,

Q14. After making up said sample, did you or

did you not test it to determine its usefulness?

"WTiat conclusion did you come to as to its use-

fulness ?

A14. The composition was tested and foimd to

possess considerable strength and power of ad-
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hesion. In addition to being [292] tried out as a

stopper for shoe lasts it was practically tested for

filleting and building up engineers' patterns.

Q15. What was the condition of the said ma-

terial before drying, and what was its condition and

characteristics after drying?

A15. Before drying the composition was a plas-

tic mass, capable of being readily moulded or spread

and after drying it showed many of the characteris-

tics of wood.

Q16. Have you any contemporaneous notebooks

or laboratory records showing your experiments in

the making of this plastic composition ? If so, please

produce them, and attach to this deposition a photo-

static copy of the same.

A16. I have laboratory records showing experi-

ments carried out in the making of plastic composi-

tions known as plastic wood and I now produce and

put in as an exhibit photostatic copies of relevant

pages.

(The photostatic copies produced by the witness

were marked by the Commissioner as plaintiff's

Exhibit No. 1, and are forwarded as physical ex-

hibits.)

Q17. Please read from 3^our notebook any rec-

ords relating to the plastic composition described

and claimed in your United States patent No.

1,838,618.

A17. I have extracted the records relating to the

plastic composition described in my U. S. Patent
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1,838,618 from my note book, and I now produce the

extract and put it in as Exhibit No. 2.

(The extract produced by the witness was marked

by the Commissioner as })laintiff's Exhibit No. 2,

and is forwarded as a physical exhibit.)

Q18. What are the experiment numbers relating

to formulae for the plastic composition described

and claimed in said patent?

A18. The numbers relating to the experimental

plastic [293] formulae of which we have records are

1663 and 1667, the number 1674 applies to the com-

position given in lines 12 to 27 of U. S. Patent

1,838,618.

Q19. When wore these experiments made? How
do you fix the dates when these experiments were

made? Read any entries in these or any other rec-

ords which help you to fiix the dates. Attach to this

de])osition a photostatic copy of any such entries.

A19. The laboratory diary contains the number

1632 mider the date 6th of August 1919, so that ex-

periment number 1663 would have been about a

month later than experunent number 1632. I put in

photostatic co]3ies of the entries in the laboratory

diary and n(^te book referred to m my answer to this

question.

(The photostatic copies produced by the witness

were marked by the Commissioner as plaintiff's Ex-

hibit No. 3, and are forwarded as a physical exhibit. ">

Q20. Explain how these entries fix the dates of

the experiments to which you refer?

»
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A20. The number 1932 in the diary for Au-

gust 6th, 1919 indicates that the number 1663 must

have been allocated soon after August the 6th, 1919,

Q21. Did you disclose your said invention to any

one at or about the time when you made if? If so,

to whom and when?

A21. Mr. Murray and other assistants in the

laboratory would be acquainted with the composi-

tion, but any information of this kind would be

treated as confidential in accordance \\dth Service

Agreement. The Service Agreements in operation at

the period in question bound employees to keep

secret any information obtained during their serv-

ice with the company.

Q22. Did you at any time disclose your invention

to [294] the head office of your emplo3^ers'? If so,

produce any writing by which you made said dis-

closure; and attach a photostatic copy of the same

to the deposition. When was this disclosure made'^?

A22. Particulars of the composition of Plastic

Wood must have been sent to the Head Office of the

Company about the end of the year 1919. No records

are available.

Q23. Have you or your employers ever manu-

factured or sold any of the plastic composition de-

scribed and claimed in United States patent No. 1,-

838,618? If so, since when? |
A23. Sales of Plastic Wood commenced in Great

Britain in 1920 and have continued ever since.
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Q24. What was the formula of all or most of

the plastic compositions manufactured and sold

prior to December 9, 1921?

A24. As described m lines 12 to 27 in U. S. Pat-

ent 1,838,618.

Q25. Did the i)lastic composition manufactured

prior to Dec. 9, 1921 consist of nitrocellulose in a

solution containing a volatile liquid and a finely di-

vided cellulose filler in such proportions as to

harden upon mere exposure to air to substantially

the rigidity and solidity of wood ?

A25. Yes.

Q26. Did you or did you not ever abandon the

said invention between the time it was made in 1919

and November 17, 1923: the filing date of your

United States patent application?

A26. No.

Q27. Was the formula for your plastic composi-

tion described in your United States patent ever

published in the United Kingdom prior to Novem-

ber 17, 1923, the filing date of your application for

United States letters patent?

A27. No.

Q28. Did you or did you not keep the in-

gredients, their proportions, and the nature of said

plastic composition secret [295] from the public

prior to November 17, 1923?

A28. Yes. The composition was kept secret.

Q29. Look at the photostatic copy of the article

contained in "Engineering" dated December 9, 1921,
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page 785, the paragraph entitled "Plastic Wood"
and state what, if anything, you had to do with the

contents of said article ?

A29. I have read the article entitled "Plastic

Wood" contained in "Engineering" dated Decem-

ber 9th, 1921, Page 785, a photostatic copy of which

is now produced to me by the Commissioner and

identified by me and I say: that the Article was

published after a discussion between Mr. Carter,

the Works Manager and Chief Engineer of the New
Explosives Company and myself as to the scope and

type of information to be given in the article.

Q30. Relate briefly the circumstances attending

the furnishing of the information for the article.

A30. I have already related the circumstances

attending the furnishing of the information for the

Article in my answer to Question No. 29, but I may

mention that the object of the Article was to secure

publicity for Plastic Wood.

Q31. Please place your initials on the copy of

the page from "Engineering" you have just identi-

fied.

A31. I have initialled the said copy of the page

from "Engineering" which I have just identified, as

required.

Q32. Look at the photostatic copy of the article

contained in "The Engineer" dated March 3, 1922,

and entitled "Plastic Wood", and state what, if

anything, you had to do with the contents of said

article ?

i
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A32. I have read the Article entitled "Plastic

"Wood" contained in "The Engineer" dated

March 3rd, 1922, a photostatic copy of which is now

produced to me by the Commissioner and identified

by me, and I say: that I discussed with Mr. Carter

the scope and [296] type of information to be given,

but I am not sure whether or not the representative

' of "The Engineer" was present during part of the

discussion.

Q33. Relate briefly the circmnstances attending

the furnishing of the information for the article.

A33. The Article deals chiefly with a general ac-

count of the Sto^^^narket factory, and Mr. Carter

j

either conducted "The Engineer" representatives

around the factory or supplied him with the infor-

mation dealing with the general work of the factory

and i)articulars regarding Plastic Wood.

]
Q34. Please place your initials on the copy of the

page from "The Engineer" you have just identified.

A34. I have initialled the said copy of the page

from ''The Engineer" which I have just identified,

as required.

Q35. Do you know of anything concerning the

material in question that may tend to the benefit and

advantage of the plaintiff? If so, declare the same

fully and at large as if you had ])een particularly

interrogated concerning the same.

A35. No.

Cross Examination

XQl. If your answer to plaintiff's interroga-

tory 8 is m the affirmative, give the name and date
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of your British patent and supply a true and cor-

rect copy thereof.

A. No British patent has been taken out.

XQ2. Did you, or anyone on your behalf, at-

tempt to secure a patent on your plastic composition

in Great Britain?

A. No attempt has been made to secure a patent

in Great Britain.

XQ3. If you did attempt to secure a patent on

your plastic composition in Great Britain, what was

done and what were the results 1 [297]

A. No attempt was made to secure a patent in

Great Britain.

XQ4. If you did not attempt to secure a patent

upon your plastic composition in Great Britain, why

was no such attempt made?

A. The question of British Patent for Plastic

Wood was considered by the Board and the Techni-

cal Adviser of the New Explosives Company Lim.-

ited and it was decided not to take out patent. I

have no knowledge of the reason for the Board's

decision.

XQ5. If your answer to plaintiff's interroga-

tory 28 is in the affirmative, what was. the object of

keeping your plastic composition a secret without

attempting to secure a patent thereon in Great

Britain ?

A. It was the usual practice in the New Ex-

plosives Company's laboratory to keep all formulas

secret.
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XQ6. If your answer to plaintiff's interroga-

tory 28 is ill the affirmative and you state that you

had anything to do with the contents of the article

mentioned in plaintiff's interrogatory 29, when did

the secrecy of your invention from the public stoj) ?

A. Secrecy has been maintained since Plastic

Wood was first made. The Article in "Engineering"

gives no details of composition.

XQ7. State the date and circumstances mider

which the nature of your i)lastic composition first

became known to the public.

A. No knowledge of exact date. It wa? supplied

to the shoe trade for repairing shoe lasts toward the

end of 1920, l)ut no information regarding the com-

position of Plastic "Wood was made know^l mitil the

pu]>lication of the U. S. patent. '

XQ8. At the time of making the discovery of

your plastic composition referred to in plaintiff's

interrogatory 10, had you had any i)revious knowl-

edge of the attempts of others to produce plastic

wood ; if so, give full information as to what previ-

ous [298] Icnowledge you had had.

A. Shoe lasts repaired with an organic filling

material were brought to our notice before we at-

tempted to make Plastic Wood. We were unaware

of the composition of this organic filling material,

but decided that a product having similar properties

could be made with nitrocellulose as a binder and a

finely divided cellulose as a filler.

XQ9. In your plastic composition is the presence

of a non-drying oil essential to produce the desired
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results or can the non-drying oil be entirely

omitted ?

A. If the non-drying oil is omitted the properties

of the Plastic Wood are altered.

XQIO. In your plastic composition is the pres-

ence of resin essential or may the resin be omitted

and the desired results be obtained ?

A. If the resin is omitted the properties of the

Plastic Wood are altered.

XQll. In your patent specification you refer to

celluloid scrap as a source for nitrocellulose; did

such celluloid scrap contain camphor? If so, was the

presence of camphor objectionable'?

A. The cellulous scrap used in the preparation

of Plastic Wood contains camphor. The presence of

camphor is not objectionable.

XQ12. If any of the ingredients of the plastic

composition described in your patent can be omitted

and satisfactory results be obtained, state which in-

gredients can be so omitted.

A. If any of the ingredients of Plastic Wood are

omitted the properties are altered.

XQ13. Can the quantities of the ingredients

mentioned in your United States Letters Patent be

changed from the quantities listed therein and a

satisfactory plastic composition be produced [299]

which will produce substantially the same results

when used for the same purpose? If the quantities

can be varied, state within what limits for each iu-

gredient.
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A. The qnantities of the ingredients can be

varied from the composition given in lines 12 to 27

in the patent and substantially the same results ob-

tained, provided that the proportion of nitrocellu-

lous oil and resin to wood flour is such as to give

the final i)roduct the requisite strength and the pro-

portion solvent sufficient to ensure a putty-like con-

sistency.

XQ14. Did you ever learn of the practice on

aviation fields during the World War of mixing

"wing dope"—a composition used for ai)plying

coatings to airplane wing surfaces—with finely

ground wood to form a repair composition similar

to plastic wood? If you did learn of such practice,

in what respects did your composition differ from

the composition formed in this practice?

A. I have heard of the practice of mixing aero-

plane dope and sawdust to form a repair composi-

tion, but I had no knowledge of this practice at the

time Plastic Wood was invented. I have no knowl-

edge of the ])roperties of the mixture of dope and

sawdust.

XQ15. If someone, such as the defendant in this

case, should make a composition by treating cellulose

with nitric or sulphuric acid with or without the ad-

dition of from 10 to 40 ':^ of camphor and dissolving

the product thus obtained in a solvent such as ace-

tone and mixing with this material sawdust, cork

wa^^te, or cork powder, to form a ])aste, and should

use this material as a molding composition, in what
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respects would this differ, if any, from the making

and using of your plastic composition.

A. The particulars given are not sufficiently ex-

plicit to enable an opinion to be formed as to the

properties of such a composition. Nitration par-

ticulars for the cellulose [300] are inadequate and

no proportions or ingredients are given.

XQ16. If someone, such as the defendant in this

action, should immerse cotton fibre in nitric acid or

a mixture of nitric and sulphur acids, then wash out

the acids with water and submit the product of this

treatment to the action of ether to fit it for combina-

tion with other substances, and then add to this

product sawdust, straw, or any vegetable powder or

fibre and a quantity of oil and iise such composition

for statuary and moldings, in what respects, if any,

would this differ from the making of your plastic

composition and using it for its normal purpose?

A. The particulars given are not sufficient. The

nitration particulars are indefinite and no propor-

tions are given.

XQ17. If someone, such as the defendant in this

action, should make a composition by mixing a solu-

tion of pyroxylin with ground cork and asbestos

fibre and other fibre material, in what respects, if

any, would such composition differ from your com-

position ?

A. Particulars are insufficient. No information is

given regarding the t\^e or strength of the pyroxy-

lin solution and no proportions are given.
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XQ18. If someone, such as the defendant in this

action, should make a plastic composition by mixing

a solution of pyroxylin with finely divided wood, in

what respects, if any, would such composition differ

from your composition?

A. The answer is exactly the same as 17,

XQ19. If someone, such as the defendant, should

make a composition by mixing 60% nitrocellulose,

20% camphor, and 20%. of a chloral (CoH Cl.O)

derivative of castor oil and introduce wood flour

and suitable solvent, such as acetone, in what re-

spects, if any, would this composition differ from

your plastic composition? [301]

A. Proportions given are not sufficient to enable

an opinion to be given without considerable ex-

perimentation.

XQ20. If someone, such as the defendant in this

case, should make a plastic composition by taking

100 grams of powdered cork, moistening it with alco-

hol, and a mixture made up of boiled linseed oil

(about 5 grams) and a few cubic centimeters of

crystallizable acetic acid, then add 20 grams of col-

lodion ; the collodion having the following formula

;

guncotton 5 grams, coom ether 75 grams, alcohol 20

grams, boiled linseed oil 2 grams; then thoroughly

mix these ingredients, triturate and knead them

until the whole of the mass has assumed the form of

paste of such consistency as to be kneadable with

difficulty, state in what respects, if any, this com-

position would differ from your composition ?
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A. This composition would be much stiffer than

Plastic Wood and could not be used in the same

manner.

XQ21. If the composition mentioned in the pre-

ceding interrogatory were allowed to dry in a mold

in a current of air for a number of hours and then

subjected to pressure, how would the composition

obtained differ from your hardened plastic wood.

A. Considerable experimental work would have

to be carried out before this question could be an-

swered.

XQ22. What is the effect of subjecting your

plastic composition to heat or pressure during the

drying or hardening as compared with your com-

position when it is allowed to dry or harden in the

absence of heat or pressure?

A. If Plastic Wood is subjected to heat during

drying, the surface hardens. The solvent vapour

cannot escape freely and the mass expands leaving a

porous centre. I have not tried the effect of drying

under pressure and I cannot say what effect drying

under pressure would have on the properties of

Plastic Wood. [302]

XQ23. If someone, such as the defendant, should

make a plastic composition by taking 100 grams of

powdered cork or finely divided Avood, mixing it

with 20 grams of celluloid in solution in acetone, and

adding about 5 grams of boiled linseed oil, in what

respects, if any, would the composition thus obtained

differ from your composition?
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A. This composition would lack the adhesive

properties of Plastic Wood and in the hardejied

form would be more friable than Plastic Wood.

XQ24. If someone, such as the defendant in this

case, should make a composition by making a paste-

gum obtained by means of celluloid dissolved in a

solvent, such as acetone, with the addition of other

substances, such as resins, oils, gums, vegetable, min-

eral or animal powder, in what respects, if any,

would this composition diifer from your com-

position ?

A. Proportions are not given and it is impossible

to express an opinion as to the properties of such

composition.

XQ25. If someone, such as the defendant, should

make a composition consisting of equal parts of cel-

luloid or nitro-cellulose with disintegrated or pul-

verized cork and disintegrated or pulverized india

rubber, the whole being mixed together with the ad-

dition of a suitable solvent, such as acetone, the

latter being added in such quantity that the com-

position forms a thickly liquid solution, in what re-

spects if any, would this composition differ from

your composition'?

A. Particulars of proportions are not sufficient

to enable the properties of this composition to be

accurately judged, but I should expect such a com-

position to lack the tenacity and adhesive properties

of Plastic Wood.

XQ26. If someone, such as the defendant, should

make a composition with the following ingredients

:
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soluble cellulose 20%, palmoil, castor oil, glycerin, or

other suitable oil 5%, [303] phosphate of lime 15%,

bone dust, sawdust, or other powdered material 30%,

sundry pigments, such as magnesia, bar}i:a, zinc

oxide, alumina 157c, gum 5% ; in what respects, if

any, would this composition differ from your com-

position % If this composition above mentioned were

subjected to heat and pressure, how would the prod-

uct obtained differ from the product obtained by

your composition where the composition is allowed

to dry or harden in the absence of heat and pres-

sure?

A. The term "Soluble Cellulose" is too vague to

enable an opinion to be expressed on the properties

of such a composition. I should expect a mixture of

this kind to be much stiffer than plastic wood and

unsuitable for use in the same manner as Plastic

Wood.

XQ27. If someone, such as the defendant, should

take cork, sawdust or chopped cork, which is

kneaded, and mix it with nitrocellulose dissolved in

acetone, would this solvent be so volatile that opera-

tions conducted therewith would have to be per-

formed faster than with your composition so that

it would not solidify before the operations were

completed ?

A. This would depend on the proportions of saw-

dust or chopped cork to nitrocellulose dissolved in

acetone.

XQ28. If someone should make a composition

having the following ingredients: 350 parts nitro-
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cellulose containing 100 parts of water, 140 parts

of phosphoric acid tri-orthocresyl-esther, 140 parts

of secondary xylidine, that is to say, alkyl or arylxy-

lidine CM, (CH,) NRR, 300 parts of cork or saw-

dust, 100 parts of mineral coloring rneal, 50 parts

chalk, and these ingredients are kneaded at a

temperature of about 75°F. in a vacuum until the

whole of the water is removed: would this composi-

tion be similar to or different from your composi-

tion, and if different, in what respects?

A. This composition would be stiffer than Plas-

tic Wood [304] and could not be manipulated in the

same way.

XQ29. In your composition, is the function of

the castor oil anything other than to fortify the

vegetable oil inherently present in the wood filler

and to act as a plasticizer for the nitrocellulose? If

so, please state any additional functions.

A. The function of the castor oil is to reduce

brittleness of the hardened mass, and to help the

working properties of the wet material. Castor oil

does not act as a plasticizer for the nitrocellulose.

XQ30. In your plastic composition, is the func-

tion of the resin any other than to fortify the resin

inherently present in the wood filler and to increase

the adhesiveness of the composition ? If so, please

state the additional fimctions.

A. The resin increases the co-hesiveness of the

dry mas? and increases the adhesion of the Plastic

Wood to other materials.
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XQ31. Prior to November 17, 1921, what uses

did you or anyone associated with you make of

plastic composition which either embodied the in-

vention in your United States Letters Patent No. 1,-

838,618 or which led up to the development of this

invention ?

A. Plastic Wood was used for repairing shoe

lasts, and for use in making up and repairing en-

gineers' patterns.

XQ32. Prior to November 17, 1921, were any of

your plastic compositions embodying or pertaining

to the disclosure in your United States Letters Pat-

ent No. 1,838,618 sold? If so, give the formula of

the composition so sold. Were any of them sold in

the United States? If so, when, and to whom?

A. Prior to November 1921 Plastic AYood was

sold in Great Britain. The composition of the ma-

terial sold was the same as that described in U. S.

Patent No. 1,838,618, lines 12 to 27. Such informa-

tion as I have leads me to believe that no Plastic

Wood was sold in the United States prior to Novem-

ber 17th, 1921.

XQ33. Prior to November 17, 1921, were any of

your [305] plastic composition embodying or per-

taining to the invention in your United States

Letters Patent No. 1,838,618 pubHcly used? If so,

when, where, and for what purpose? Were any of

them used in the United States ? If so, when, where,

and for what purpose ?

A. Prior to November 1921 Plastic Wood of

similar composition to that mentioned in liues 12
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to 27 of U. S. Patent No. 1,838,618 was sold and

used in Great Britain for repairing shoe lasts and

engineers' patterns. I have no knowledge of any

Plastic Wood being used in the United States prior

to November 17th, 1921.

XQ34. Were any of your plastic compositions

containing nitrocellulose dissolved in solvent and

mixed with finely divided cellulose material de-

scribed in any printed publication prior to Novem-

ber 17, 1921. If so, give the name? of such publica-

tions, their dates of publication, the names and

addresses of the pu])lishers, the pages of the publi-

cations where such description or mention occurs,

and suj^pty, if possible, copies of such pages.

A, Plastic Wood of the composition given in

U. S. patent No. 1,838,618 lines 12 to 27 was de-

scribed in a pamphlet entitled "Necol for the

Leather Trade", (Page 11), issued by the New Ex-

plosives Company Limited in September 1920. This

company was later known as Necol Industrial Col-

lodions Limited. This pamphlet refers to properties

and use of Plastic Wood, but does not disclose the

invention as it does not give ingredients or iDropor-

tions. I have only one copy of this pamphlet avail-

able which belongs to Nobel Chemical Finishes Lim-

ited but I produce to the Commissioner and put in

as an exhibit a photostatic copy of the Preface to

the said pamphlet and of the article therein dealing

with "Necol" Plastic Wood.



356 Pacific Marine Sup. Co. et al.

(Interrogatories for Manfred E. Griffiths—cross.)

(The photostatic copy produced by the witness

were marked by the Commissioner as Exhibit No. 4,

and is fonvarded as [306] a physical exhibit.)

XQ35. What was the date of your first introduc-

tion of your plastic composition into the United

States? State how your invention was first intro-

duced into the United States.

A. I don 't know^ the exact date of the first intro-

duction of Plastic Wood into the United States. I

believe it was in September 1923 introduced by C. E.

Tennant & Sons.

XQ36. When did you abandon any attempt to

secure a British patent on your plastic composition

and what was the reason therefor?

A. I cannot answer this question as I have never

made an attempt to secure British patent.

XQ37. If there is any difference between the

formula stated by you in ansAver to plaintiff's inter-

rogatory 24 and the composition described in your

United States Letters Patent No. 1,838,618, when

and why were the changes made?

A. There is no difference, it refers to the same

material.

XQ38. In what respects, if any, does the plastic

composition described in your United States Letters

Patent No. 1,838,618 differ from the composition de-

scribed on page 785 of the ''Engineering" issue of

December 9, 1921 ?

A. The composition m "Engineering" of Decem-

ber 9th, 1921 is the same as the composition de-

scribed in U. S. patent 1,838,618 lines 12 to 27.

I
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XQ39. If yon had an\i:hing to do with the

furnishing of information for the article in "Engi-

neering" dated December 9, 1921, page 785, entitled

"Plastic Wood", when did you supply this informa-

tion? Did you give this information with the inten-

tion that it be published; if so, when did you expect

it to be published?

A. The information for the article on Plastic

Wood in [307] "Engineering" December 9th, 1921,

was supplied shortly before that day on the under-

standing that it was to be published immediately.

XQ40. If you gave such information to the "En-

gineering" or caused it to be given for purposes of

publication in the "Engineering", did you not ex-

pect the information therein contained to be given

freely to the public or readers of "Engineering"

(a) without any compensation to you, (b) without

any acknowledgment that you were the inventor

thereof, (c) without any expectation of securing a

monopoly thereon, (d) without any expectation of

securing any further remmieration ?

A. It w^as intended that the article in "Engi-

neering" should give information to the public re-

garding the properties of Plastic Wood. The article

does not disclose any particulars of ingredients or

proportions which would enable a composition simi-

lar to pla^irood to be prepared, but only a general

statement, as to certain ingredients and properties.

The question of compensation, acknowledgment or

renmneration was not of interest to me as Plastic
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Wood was the property of the New Explosives

Company Limited.

XQ41. If you know the date of first publication

of the issue of December 9, 1921, of "Engineering",

give this date.

A. Not known.

XQ42. In what respects, if any, does the com-

position described in your United States Letters

Patent No. 1,838,618 differ from the disclosure made

in "The Engineer" for March 3, 1922, a page of

which is attached to plaintiff's interrogatories?

A. The article in the "Engineer" for March 3rd,

1922 does not disclose any particulars of ingredients

or proportions which would enable a composition

similar to that described in U. S. patent 1,838,618,

lines 12 to 27 to be prepared.

XQ43, If there are any differences between your

composition as described in your patent and the dis-

closures made in [308] "The Engineer" and in

"Engineering", when and why were the changes

made ?

A. The disclosures made in "The Engineer" and

in "Engineering" refer to the same composition as

described iu the U. S. patent, but the articles in "The

Engineer" and "Engineering" do not give details of

ingredients or proportions which would enable a

composition similar to Plastic Wood to be made uj).

XQ44. Have you or your employers ever manu-

factured or sold any plastic comj^ositions that could

be used for the purposes of plastic wood in the
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United States prior to November 17, 1923. If so,

state the formula of such composition, the date or

dates of sale, and the name and address of the person

or persons to whom the sale was made.

A. I have no knowledge of any sales of a plastic

composition in the U. S. prior to November 17, 1917.

XQ45, How many different plastic compositions

similar to i^lastic wood did you make between 1919

and November 1923? Give the formula of each of

such compositions.

A. There are eleven different plastic composi-

tions similar to Plastic Wood made by New Ex-

plosives Company Limited between 1919 and No-

vember 1923, the formulas are contained in a list

which I now produce to the Commissioner and put

in as an exhibit. The eleven com])ositions contained

in the said list were prepared and tried out for vari-

ous purposes during the period mentioned.

(The list produced by the witness was marked by

the Commissioner as Exhibit No. 5, and is for-

warded as a physical exhibit.)

XQ46. Which of these compositions did you

abandon? Why did you abandon it or them? Were

the formulae of any of these compositions published

prior to November 17, 1923? If so, give the date of

the publication, the name of the publication, [309]

the pages thereof, the name and address of the pub-

lishers, and the pages of the publication where the

formula appears.

A. None of the compositions mentioned in 45

were put into practical use. None of the formulae of
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these compositions were published. They were not

definitely abandoned but were kept in reserve for

use sliould occasion require.

XQ47. When did you first learn that a United

States patent might be obtained upon your in-

vention ? >s

A. I am not aware of the date when the question

of a U. S. patent was first considered.

XQ48. Prior to learning that a United States

patent might be obtained upon your invention, had

you not abandoned the invention to the public of

Great Britain? If not, why did you not attempt to

secure a British patent upon it?

A. No. The Company's policy was to keep the in-

vention secret as far as Great Britain was concerned.

XQ49. State the circumstances under which you

were induced to obtain a United States patent

although no British patent was obtained upon your

invention.

A. The U. S. patent was obtained at the request

of Messrs. C. Tennant & Sons of New York.

XQ50. What effect does the application of heat

and pressure have ui)on your composition while dry-

ing and hardening?

A. I have not carried out experiments on the

effect of heat and pressure on plastic wood whilst

drying and hardening. Heat alone causes the plastic

wood to dry on the surface and prevents the escape

of solvent vapour, thus producing cavities in the

centre of the mass.
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XQ51. In the course of the prosecution of your

application before the United States Patent Office

Gustavus J. Esselen executed an affidavit on the

14th day of January, 1931, inchiding the following

statement: [310]

"Furthermore, it would be obvious to anyone fa-

miliar with these matters that using only such

amomits of gum and oil as naturally occur in wood

flour would tend to give the product slightly less

toughness and less adhesion than one in which these

components were reinforced with added gum and

oil, but one which in all essential properties would

be fundamentally the same."

Do you agree with this statement ? If not, why not ?

A. I agree with Mr. Esselen 's statement.

XQ52. Prior to November 17, 1922, what other

fillers had you used, if any, besides wood flour, in

your composition ? AVhich of these other fillers pro-

duced satisfactory results'?

A. A variety of fillers were tried out on plastic

wood. We have records of the following: leather

dust, starch, plaster of paris, kaolin, but none of

these fillers produced results for general purposes

equal to wood flour.

XQ53. Do you know of anything concerning the

material in question that may tend to the benefit and

advantage of the defendant and intervener? If ?o,

declare the same fully at large as if you had been

particularly interrogated concerning the same.

A. No.
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ERNEST CAIZLEY MURRAY
Ql. Please state your name, age, residence and

occupation.

A. Ernest Caizley Murray, age 39, address 115

Western Road, Leigh-on-Sea, service representative.

Q2. By whom are you now employed and in what

capacity ?

A. Nobel Chemical Finishes Limited, Slough,

servicing motor car manufacturers. [311]

Q3. How long have you been employed by Nobel

Chemical Finishes Ltd., and its predecessors? Dur-

ing what years ?

A. 25 years, 1910-1935.

Q4. Are you acquainted with Manfred E.

Griffiths ? How did you come to know him ? How long

have you known him %

A. Yes. Responsible for original engagement, 25

years.

Q5. Have you any knowledge of any experiments

Mr. Griffiths made relating to a plastic composition

known as Plastic Wood? If so, please state your

knowledge of Mr. Griffiths' experiments in making

this composition, giving the dates of the occurrences

which you describe.

A. Yes. Responsible for making small laboratory

trials in 1919.

Q6. Did Mr. Griffiths ever disclose to you the

formula of the plastic composition known as Plastic

Wood, above referred to? If so, please relate the

circumstances of the disclosure and its approximate
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date. Describe the nature of this material before

drying in the air and after.

A. Yes. Under the circimistances related in an-

swer 5. Plastic mass before drying, after drying

having the appearance of hard wood.

Q7. Look at the coi)y of the Griffiths United

States patent No. 1,838,618 for plastic composition

and state whether or not the plastic com])osition de-

scribed therein is the same as that of which you

have knowledge of Mr. Griffiths' making at the times

you have referred to.

A. I have read the copy of the Griffiths United

States patent Xo. 1,838,618 for plastic composition,

and I say: The plastic composition made by Mr.

Griffiths is the same as described in this patent.

Q8. Have you any records relating to the making

of the })lastic composition described in Mr. Griffiths'

United [312] States patent No. 1,838,618? If so,

please produce them, explain what they are, and at-

tach a photostatic copy of them to your deposition.

A. No. I have not.

Q9. Have you ever seen before the laboratory

records produced by Mr. Griffiths, describing experi-

ments made relating to the plastic composition in

question? If so, when and relate the circumstances

of your acquaintance with these records.

A. Yes. Through making small laboratory trials

in conjunction with Mr. Griffiths.

QIO. Has Mr. Griffiths or his employers manu-

factured any plastic composition such as that de-



364 Pacific Marine Sup. Co. et al.

(Interrogatories for Ernest Caizley Murray—
direct.)

scribed and claimed in Mr. Griffiths' United States

patent No. 1,838,618? Prior to December 9, 1921?

A. Yes.

Qll. Have you any knowledge whether or not

Mr. Griffiths ever abandoned his invention for the

plastic composition between the time it was made

and November 17, 1923, the fihng date of his appli-

cation for United States letters patent ? If so, state

what that knowledge is.

A. I have no knowledge.

Q12. Do you know of anything concerning the

material in question that may tend to the benefit

and advantage of the plaintiff? If so, declare the

same fully and at large as if you had been particu-

larly interrogated concerning the same.

A. No.

Cross Examination

XQl. If the answer to plaintiff's interrogatory 6

is to the effect that Mr. Griffiths did disclose to you

the formula of the plastic composition known as

"Plastic Wood", how many formulae did he dis-

close to you? Give the formulae that he [313] dis-

closed to you and the dates on which they were dis-

closed.

A. At least three. Two of the formulas are con-

tained in Mr. Griffiths' records, a photostat copy of

which is put in as Exhibit No. 1.

XQ2. What was the purpose of Mr. Griffiths

disclosing the formulas ?
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A. To enable ine to make laboratory trials.

XQ3. Did Mr. Griffiths, Nobel Chemical Fin-

ishes Ltd., or any of its predecessors, undertake to

manufacture Plastic Wood or any of the formulas

that Mr. Griffiths disclosed to you? If so, state the

date on which such formula or fornnilas were first

manufactured and designate which formula was

manufactured. Also, state when, where, and by whom
such formula or formulas were first used for a com-

mercial purpose either by sale or by use.

A. Down to the first part of the question, yes.

End of 1919 is the date of first manufacture.

Foimula No. 1663 in Mr. Griffiths' records was the

first one manufactured. I cannot answer the last

part of the question.

XQ4. Do you have any knowledge or any means

of ascertaining whether or not any of Mr. Griffiths*

formulas or Plastic Wood was sent to the United

States ? If so, give the date of the first introduction

and names and addresses of the person or persons to

whom it was sent.

A. No.

XQ5. In the Griffiths United States Patent

No. 1,838,618 which you are asked to look at in

plahitiff's interrogatory 7, there are a number of

different compositions; state which of these Mr.

Griffiths disclosed to you and the date or dates of

the disclosure.

A. Those appearing on lines 50 to do of United

States Patent No. 1,838,618 about the end of 1919.

[314]
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(Interrogatories for Ernest Caizley Murray—cross.)

XQ6. Did Nobel Chemical Finishes Ltd. or any

of its associates or predecessors manufacture any

compositions that could be used for the purposes of

Plastic Wood? If so, give the formula thereof and

the date of first manufacture, also the date of first

sale.

A. Yes. Formula No. 1663 of Mr. Griffiths' rec-

ords. First manufactured end of 1919. 1 do not know

the date of first sale but from printed matter I have

seen I believe it to be September, 1920.

XQ7. If, in answer to plaintiff 's interrogatory 8,

you have any records relating to the making of the

plastic composition described in Mr. Griffiths'

United States Patent, do you know whether or not

others had knowledge of these records or similar

records ? If so, state the names and addresses of such

others and explain what publicity was given to them.

A. Yes. Other people working in the laboratory

had knowledge of similar records. I cannot now give

their names and addresses. So far as I know no

further publicity was given to those records.

XQ8. Was Mr. Griffiths the inventor of all of

the plastic compositions disclosed in his patent? If

you have any knowledge to the contrary, state fully

such knowledge.

A. Yes. I have no knowledge to the contrary.

XQ9. If your answer to plaintiff's interroga-

tory 10 is in the affirmative, state the formula of the

plastic composition that was manufactured prior to

December 9, 1921. Were any plastic compositions
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(Interrogatories for Ernest Caizley Murray—cross.)

suitable for use as Plastic Wood manufactured and

sold by Mr. Griffiths or his employers prior to No-

vember 17, 1921. If so, give the formula thereof and

the date or dates of sale, and the names and ad-

dresses of the persons to whom sold.

A. That again will be Formula No. 1663 of Mr.

Griffiths' records. Both manufactured and sold as

far as my knowledge goes. Again Formula No. 1663

of Mr. Griffiths' records. September, 1920, [315] is

the first date of sale I have any information of. I

cannot give the names and addresses of the persons

to whom sold.

XQIO. Do you know why Mr. Griffiths did not

obtain a British patent upon his alleged invention

for Plastic Wood? If so, state fully the reasons

therefor. Do you know whether or not it was Mr.

Griffiths' iji?'ention to disclose his invention to the

public of Great Britain without attempting to se-

cure a British monopoly thereon? If so, please state

fully your knowledge.

A. No I do not know why.

XQll. Do you Imow of anj^hing concerning the

material in question that may tend to the benefit

and advantage of the defendant and intervener? If

so, declare the same fully at large as if you had been

particularly interrogated concerning the same.

A. No I do not. [316]

It Is Hereby Stipulated that the above and fore-

going Statement of Evidence is a true and complete
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statement of the evidence adduced on the trial of

the above-entitled action.

CLINTON L. MATHIS
One of the Attorneys for

Plaintiff-Appellee

G. E. STEINER
One of Attorneys for Defend-

ant and Intervener-Appellants

The foregoing Statement of the Evidence pages 1

to 212, inclusive and 2a, 55a & 72a is hereby ap-

proved and settled as a true and complete statement

of the material evidence adduced on the trial of the

above-entitled action, with the exception of the ex-

hibits by written orders dated June 11th, 1938 and

June 16th, 1938 directed to be sent by the Clerk of

this Court to the Clerk of the Circuit Court of

Appeals.

The Certificate of this Court approving the con-

densed Statement of Evidence, made June 11th, 1938

is hereby vacated and cancelled and the Clerk of

this Court is directed to note on the margin of said

certificate dated June 11th, 1938 this order of can-

cellation.

Dated at Tacoma, Washington, this 17th day of

June, 1938.

EDWARD E. CUSHMAN
United States District Judge. [317]

It Is Hereby Stipulated that the above and fore-

going Statement of Evidence is a true and complete
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statement of the evidence adduced on the trial of the

above-entitled action.

CLINTON L. MATIIIS
One of Attorneys for

Plaintiff-Appellee

G. E. STEINER
One of Attorneys for Defend-

ant Intervener-Appellants

This certificate vacated and cancelled. See Order

following ctf, next page above page 213. Edgar M.

Lakin, Clerk. June 17, 1938.

The foregoing Statement of the evidence is hereby

approved and settled as a true and complete state-

ment of the material evidence adduced on the trial

of the above entitled action, with the exception of

the physical and docmnentary exhibits this day by

written order directed to be sent by the clerk to the

clerk of the Circuit Court of Appeals.

Dated at Tacoma. this 11th day of Jmie, 1938.

EDWARD E. CUSHMAN
United States District Judge

[Endorsed] : Lodged 6/7/38.

[Endorsed] : Filed June 11, 1938. [318]
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[Title of District Court and Cause.]

ORDER TRANSMITTING DOCUMENTARY
AND PHYSICAL EXHIBITS TO CIR-

CUIT COURT OF APPEALS. M
On stipulation of the parties, It Is Hereby

Ordered, Adjudged and Decreed:

That the following documentary exhibits shall be

forwarded by the Clerk of this Court, at the time

he certifies the record in this appeal, to the Clerk of

the Circuit Court of Appeals for the Ninth Circuit,

for the perparation of copies thereof for the book of

exhibits and to be then returned to the Clerk of

this Court:

Plaintiff's Exhibits

1 (Soule testimony)

48

51

52

53

54

1 to 5, inclusive (Griffiths Deposition)

55

56

Defendant's Exhibits

A1-A4, inclusive

A6-A28, inclusive

A30

And It Is Further Ordered, Adjudged and De-

creed: That the following physical exhibits shall be

forwarded bv the Clerk of this Court, at the time he
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certifies the record in this appeal, to the Clerk of

the Circuit Court of Ai)peals for the Ninth Circuit

:

Plaintiff's Exhibits:

2-5, inclusive (Soule testimony)

6-25, inclusive

28, 35, inclusive

37-43, inclusive

45

47

58

Defendant's Exhibits

A5
A32-A68, inclusive [319]

Signed at Tacoma, Washington, this 11th day of

June, 1938.

EDWARD E. CUSHMAN
United States District Judge

Approved

:

CLINTON L. MATHIS
one of attys for plaintiff

G. E. STEINER
one of the attys for Deft & Intervener.

[Endorsed]: Filed Jun. 11, 1938. [320]
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[Title of District Court and Cause.]

ORDEE TRANSMITTING ADDITIONAL PHY-
SICAL EXHIBITS TO CIRCUIT COURT
OF APPEALS.

On stipulation of the parties, It Is Hereby

Ordered, Adjudged and Decreed:

That the following additional physical exhibits

shall be forwarded by the Clerk of this Court, at

the time he certifies the record in this appeal, to the

Clerk of the Circuit Court of Appeals for the Ninth

Circuit

:

Plaintiff's Exhibits:

46

49

50

Signed at Tacoma, Washington, this 16th day of

June, 1938.

EDWARD E. CUSHMAN
United States District Judge.

Approved

:

CLINTON L. MATHIS
One of the attorneys for Plaintiff.

G. E. STEINER
One of the attorneys for defendant

and Intervenor.

[Endorsed] : Filed Jun. 16, 1938. [321]
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[Title of District Court and Cause.]

STIPULATION REGARDING TRANSCRIPT
OF RECORD ON APPEAL

The above-named defendant and intervener liav-

ing taken an appeal in this cause to the United

States Circuit Court of Appeals for the Ninth Cir-

cuit from the Inerlocutory Decree entered herein,

and it now being the desire of the parties to agree

on the contents of and settle the record on said

appeal,

It is hereb}^ stipulated at the request of the de-

fendant and intervener, subject to the approval of

the Court, that the Clerk of the District Court shall,

upon approval of this stipulation by the Court, pre-

pare a transcript of record for use on appeal which

shall include a true and correct copy of the attached

pleadings, papers, documents, orders, and proceed-

ings entered and on file in the above-entitled cause

comprising

:

1. Bill of Complaint (by the A. S. Boyle Co.)

2. Answer of the Pacific Marine Supply Com-

pany (defendant).

3. xVmendment to iVnswer of Defendant.

4. Petition for Leave to Intervene (of Webb
Products Co., Inc.) excluding attached exhibits A to

F inc.

5. Order Relative Petition of Webb Products

Co., Inc. for Leave to Intervene.

6. Answer of Intervener (Webb Products Co.

Inc.) [322]

7. Amendment to Answer of Intervener.
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8. Motion for Order Requiring Intervener to An-

swer Interrogatories' and Furnish Further and

Better Particulars.

9. Order on Plaintiff's Motion Requiring Inter-

vener to Answer Interrogatories and to Furnish

Further and Better Particulars.

10. Interrogatories to Defendant Under Equity

Rule 58.

11. Answers to Interrogatories by Intervener.

12. Particulars of Intervener.

13. Particulars of Defendant.

14. Answers to Interrogatories (by defendant).

15. Order for Issuance of Commission.

16. CoiTQTiission to Take Testimony.

17. Memorandum Decision After Trial (filed

Sept. 25, 1937).

18. Order Denying Petition for Rehearing.

19. Exceptions of Defendant and Intervener and

Order Allowing Same (relative denjdng petitions

for rehearing)

.

20. Amended Proposed Findings of Fact of the

A. S. Boyle Co.

21. Proposed Conclusions of Law of the A. S.

Boyle Co.

22. Defendant's and Intervener's Proposed

Findings of Fact and Conclusionsi of Law.

23. Order (denying defendant's and intervener's

proposed findings of fact with the exception of find-

ings 13 and 18-a, and denying defendant's and in-

ternever's proposed con- [323] elusion of law

No. 20.)
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24. Exceptions of Defendant and Intervener

(relative denying defendant's and intervener's pro-

posed findings of fact and proposed conclusion of

law No. 20) and Order Noting Excei)tions and Al-

lowing Same.

25. Amended Interlocutory Decree.

26. Exceptions of Defendant and Intervener

(relative allowance of proposed findings of fact of

plaintiff and jDroposed conclusions of law of plain-

tiff and entrance of amended interlocutory decree),

and Order Noting Exceptions and Allowing Same.

27. Petition for Appeal.

28. Assignment of Errors.

29. Order Allowing Appeal with Supersedeas.

30. Citation on Appeal.

31. Bond (for supersedeas, stay of execution for

costs in the district court, costs in Circuit Court of

Appeals, and stay of proceedings in the district

court pending appeal).

32. Statement of Testimony in Narrative Form.

33. This Stipulation.

34. Clerk's Certificate Under Seal Stating in

Detail the Cost of Certifying the Record and Wlien

the Record Is Printed Agreeable to Court Rule

and/or the Act of February 13, 1911, a Detailed

Statement of the Cost Thereof and by Whom Paid.

35. The Names and Addresses of Attorneys

Parties to This Appeal Are: George P. Dike, Esq.

of Dike, Calver and Gray, 350 Tremont Building,

Boston, Massachusetts, G. Wright [324] Arnold,

Esq., Clinton L. Mathis, Esq., Smith Tower. Seattle,
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Washington, Representing the Plaintiff-Respond-

ent ; Fred H. Miller, Esq., 706 Central Building, Los

Angeles, California, and G. E. Steiner, Esq., 304

Spring Street, Seattle, Washington, Representing

the Defendant and Intervener Who Are the Ap-

pellants.

That all of the above, together with the Book of

Exhibits and physical exhibits hereinafter men-

tioned shall constitute the transcript of record of

said cause on appeal upon which record said appeal

shall be heard and determined (except insofar as the

immediately foregoing language may be qualified by

the second paragraph of Equity Rule 76), and that

said transcript shall be printed under the super-

vision of the Clerk of the Circuit Court of Appeals

and in accordance with the rules of that Court and

this stipulation.

In printing said transcript, after the title of the

Court and Cause preceding the Bill of Complaint

herein the title on subsequent papers need not be

printed but in lieu thereof "Title of Court and

Cause" may be substituted.

It is further stipulated that at the top of each

page of the record on which the testimony of a wit-

ness is given that the name of the witness testifying

shall be set forth and whether it is direct examina-

tion, cross examination, redirect examination, or re-

cross examination.

36. At the request of Defendant and Intervener

who are appellants, the appellants may embody

copies of the docimientary exhibits in an indexed
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book of exhibits and as the appellee has requested

that fifteen (15) copies of the Bk. of Exhibits be

prepared over appellants' objection that seven (7)

copies should suffice, it is stipulated that fifteen

copies of the Bk. of Exhibits shall be prepared, two

of which shall be served with [325] the copies of the

record on the appellee, two of which are to be re-

tained by the appellants, and the remaining eleven

to be filed with the Clerk of the United States Cir-

cuit Court of Appeals to accompany the record on

appeal ; said Bk. of Exhibits shall contain copies of

the following documentary exhibits introduced dur-

ing the trial of said cause;

Plaintiff's Exhibits

1 (Soule testimony)

26

48

51

52

53

54

1 to 5 inclusive (Griffiths deposition)

55

56

Defendant's Exhibits

A1-A4, inclusive

A6-A28, inclusive

A30

That the following exhibits shall be treated as

physical exhibits and shall be forwarded by the

Clerk of the District Court to the Clerk of the
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United States Circuit Court of Appeals for the

Ninth Circuit for use on argiunent and in the de-

termination of the appeal:

Plaintiff's Exhibits

2-5, inclusive, Soule Testimony

6-25, inclusive

28-35, inclusive

37-43, inclusive

45

47

57

58

Defendant's Exhibits

A5
A32-A68, inclusive. [326]

It is further stipulated that the foregoing physi-

cal exhibits shall be forwarded by the Clerk at the

time he certifies the record in this appeal and that

all of the documentary original exhibits may be re-

leased and transmitted to whoever undertakes to

print the record upon his leaving a proper receipt

therefor to enable his preparing copies thereof,

either photostatic or otherwise, to be incorporated in

the Bk. of Exhibits.

37. If at time of hearing of said appeal any

errors appear in this record, resort may be had to

the original transcript of the record or to original

papers filed in the Clerk's office for purposes of

correction.

On printing tlie record on appeal in this cause the

acknowledgment of service in all matters and docu-

i



vs. A. S. Boyle Company 379

monts appearing on the various papers or filed in

this cause need not be incorporated in the record but

only the Clerk's filing stamp on each paper shall be

printed.

38. With respect to the Book of Exhibits men-

tioned in this stipulation the only marks that need

be applied to the individual copies of the exhibits

incorporated therein are:

1. The Clerk's filing stamp; and

2. The number of exhibits.

The said Book of Exhibits may be printed sepa-

rately from but as a part of the Narrative State-

ment subject to correction for omissions and errors

as provided in Equity Rule 76.

39. This stipulation shall be incorporated in the

record on appeal and a copy of the same shall be

printed in the Book of Exhibits.

40. Order transmitting Documentary and Physi-

cal exhibits to Circuit Court of Appeals and order

transmitting additional physical exhibits. [327]

Dated : this 7th day of June, 1938.

GEORGE P. DIKE
G. WRIGHT ARNOLD
CLINTON L. MATHIS

By CLINTON L. MATHIS
Attorneys for Plaintiff-Appellee

FRED H. MILLER
G. E. STEINER

By G. E. STEINER
Attorneys for Defendant-Appellant
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The foregoing stipulation is hereby approved this

7th day of June, 1938, and it is so ordered.

United States District Judge

[Endorsed] : Filed Jun. 11, 1938. [328]

[Title of District Court and Cause.]

CERTIFICATE OF CLERK U. S. DISTRICT
COURT TO TRANSCRIPT OF RECORD
ON APPEAL.

I, Edgar M. Lakin, Clerk of the United States Dis-

trict Court for the Western District of Washington,

do hereby certify that the foregoing typewritten

transcript of record, consisting of pages numbered

from 1 to 328, inclusive, is a full, true and complete

copy of so much of the record, papers and other

proceedings in the above and foregoing entitled

cause as is required by Stipulation of counsel filed

and shown herein, as the same remain of record and

on file in the office of the Clerk of the said District

Court at Seattle, and that the same constitute the

record on appeal herein from that certain Amended

Interlocutory Decree of said United States District

Court for the Western District of Washington filed

and entered February 1, 1938, to the United States

Circuit Court of Appeals for the Ninth Circuit.

I further certify that the following is a true and

correct statement of all expenses, costs, fees and

charges incurred in my office by or on behalf of the
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I appellants for making record, certificate or retnrn

to the United States Circuit Court of Appeals for

the Ninth Circuit, to wit: [329]

Clerk's fees (Act Feb. 11, 1925) for making

record, certificate or return, 863 folios at

15<^ $129.45

Appeal fee (Sec. 5 of Act) 5.00

Certificate of Clerk to Transcript 50

Certificate of Clerk to Original Exhibits 50

Total $135.45

I hereby certify that the above cost for preparing

and certifying record, amounting to $135.45, has

been paid to me by the solicitors for the Appellants.

I further certify that I attach hereto and trans-

mit herewith the original citation on appeal issued

in this cause.

Witness my hand and official seal, at Seattle, in

said District aforesaid, this 21st day of June, 1938.

[Seal] EDGAR M. LAKIN,
Clerk of the United States District Court for the

Western District of Washington.

By TRUMAN EGGER
Deputy. [330]
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In the United States Circuit Court of Appeals

in and for the Ninth Circuit

THE PACIFIC MARINE SUPPLY CO.,

Defendant-Appellant,

WEBB PRODUCTS CO., INC.,

Intervener,

vs.

THE A. S. BOYLE COMPANY,
Plaintiff-Appellee.

CITATION ON APPEAL
The President of the United States of America to

The A. S. Boyle Company, Greeting:

You Are Hereby Cited and Admonished to be and

appear in the United States Circuit Court of Ap-

peals for the Ninth Circuit in the City of San Fran-

cisco, State of California, within thirty (30) days

from and after the date this citation bears, pur-

suant to an Order allowing appeal filed in the

Clerk's office of the District Court of the United

States for the Western District of Washington,

Northern Division, wherein you are plaintiff and

The Pacific Marine Supply Company is defendant

and Webb Products Co., Inc. is intervener, to show

cause, if any there be, why the Interlocutory Decree

rendered against the said appellants should not be

corrected and reversed, and the order denying the

findings of fact and conclusions of law of the de-

fendant and intervener should not be reversed, and
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why speedy justice should not be done to [331] the

parties in that behalf.

Witness the Honorable Edward E. Cushnian,

Judge of the District Court of the United States for

the Western District of Washington, Northern Di-

vision, this 7th day of Feb., 1938.

[Seal] EDWARD E. CUSHMAN
U. S. District Judge. [332]

[Endorsed]: No. 8876. United States Circuit

Court of Appeals for the Ninth Circuit. The Pacific

Marine Supply Company and Webb Products Co.,

Inc., Appellants, vs. The A. S. Boyle Company, Ap-

pellee. Transcript of Record. Upon Appeal from

the District Court of the United States for the

Western District of Washington, Northern Division.

Filed June 23, 1938.

PAUL P. O'BRIEN,
Clerk of the United States Circuit Court of Appeals

for the Ninth Circuit.
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STATEMENT OF JURISDICTIONAL FACTS

In this suit plaintiff, The A. S. Boyle Company, al-

leged infringement of United States Letters Patent to

Grifiaths No. 1,838,618, by the defendant. The Pacific

Marine Supply Company, for having sold Duratite

Wood Dough and Duratite Seam Putty (R. 4, para-

gi*aph 5).

The District Court thus had jurisdiction under

Judicial Code, Sec. 48; 28 U. S. C. 109.

The defendant. The Pacific Marine Supply Com-

pany, was a distributor retailing a comparatively small

amount of the alleged infringing products. The al-

leged infringing products were manufactured by the
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Intervener, Webb Products Co., Inc., at San Bernar-

dino, California. Consequently, Webb Products Co.,

Inc., intervened as a manufacturer in the suit brought

against its distributor the defendant. The Pacific Ma-
rine Supply Company (R. 18-26).

Of claims 5, 6, 8, 11, 13, 16, 17, and 18 alleged to be

infringed (R. 4, paragraph 5) the District Court held

that claims 5, 8, 13, 16, and 17 were valid and infringed

by Duratite Wood Dough (R. 63, 86). The remaining

claims were held not to be infringed (R. 61).

The product called Duratite Seam Putty was with-

drawn from issue by the plaintiff's attorney in his

opening statement (R. 107).

An Interlocutory Decree was entered holding claims

5, 8, 13, 16, and 17 infringed by Duratite Wood Dough.

This appeal is prosecuted from such holding under

Judicial Code Section 129; 28 U. S. C. A. 227A. No

cross-appeal from the holding that claims 6, 11, 15, and

18 are not infringed has been filed by the plaintiff-

appellee.

STATEMENT OF THE CASE

The Griffiths patent in suit (Ex. Bk., p. 1) is for a

plastic composition used for ^'filling, coating or mold-

ing" (Ex. Bk., p. 1, U. 4 and 5).

Its essential ingredients are:

(1) Nitrocellulose which serves as a binder;

(2) A volatile solvent therefor, such as ace-

tone;
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(3) Finely divided cellulose filler such as

wood flour (see R. 105, 114-115).

The plaintiff asserts two additional ingredients, name-

(4) Oil, which ameliorates the brittleness of

the nitrocellulose binder when the volatile solvent

evaporates away; and

(5) Gum, which contributes adhesiveness to

the composition

are non-essential or less essential (R. 106) although the

[patent itself makes no disclosure that these ingredients

[jcan be omitted.

As set forth in the patent in suit, the ratio of filler

(finely divided cellulose or w^ood fiour) to a solution of

nitrocellulose, solvent, gum, and oil is from 15 to 30

parts filler to 85 to 70 parts solution (Ex. Bk., p. 1, 11.

58-60). Proportions outside of these limits may be em-

ployed (Ex. Bk., p. 1, 11. 60 to 63).

A typical claim of the patent reads

:

**5. A doughy putty-like plastic composition

comprising nitrocellulose in a solution containing

a volatile liquid, and a finely divided cellulose

filler in such proportions as to harden upon mere

exposure to air to substantially the rigidity and

solidity of wood."

The analysis of the alleged infringing Duratite Wood

Dough is (R. 116) nitrocellulose, 10.5% by weight;

solvent, 41% by w^eight; filler 11.5% by weight; gums

and oils 5.7% by weight ; inorganic material, 31.3% by

weight.



Of course, if claim 5 is to be construed as valid and

as being broad enough to cover all plastic compositions

containing nitrocellulose, volatile solvent, and finely

divided cellulose filler—regardless of the percentages

of the ingredients—then this claim is readable on the

Duratite Wood Dough composition. The Duratite

Wood Dough does contain nitrocellulose, volatile solv-

ent, and finely divided cellulose filler. But the propor-

tions are vastly different from what is disclosed in the

Griffiths patent. Instead of having the filler content

between 15 and 30% by weight as stated in lines 58 to

60 of the Griffiths patent (Ex. Bk., p. 1) and in claims

6, 11, 15, and 18 thereof, and instead of having filler

content between 20 and 25% as stated by the Griffiths

patent (Ex. Bk., p. 1, 1. 67) the Duratite Wood Dough

has a filler content of only 11.5%.

But all proportions of nitrocellulose, volatile solv-

ent, and finely divided cellulose filler will not produce

the desired result (R. 332). The plaintiff and the

Lower Court therefore have been forced to rely on

the nebulous functional and indefinite statements in

the claims that the composition is "doughy, putty-like"

and that the ingredients are

"in such proportions as to harden upon mere ex-

posure to air to substantially the rigidity and

solidity of wood" (R. 64).

These claims in such nebulous functional and in-

definite form were never granted by the offix-ials of the

Patent Office. The record of the Griffiths application

shows that the Examiner denied these claims. An ap-
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peal was taken to the Board of Appeals. That tribunal

also denied these claims. In so doing it criticized the

vague, indefinite, and functional character of these

claims (Ex. BIn:., pp. 59, 60). Instead of appealing to the

Court of Customs and Patent Appeals, suit was brought

under the provisions of R.S. 4915 in the Supreme Court

of the District of Columbia. The unenlightened judge

therein reversed the Patent Office and awarded all

claims appealed, which included those now in issue

herein, regardless of their manifestly fuiictional char-

acter.

But the strange part of all these proceedings is that

the best or closest prior art was not developed nor

cited by the Examiner nor by the Board of Appeals

nor was it placed in evidence before the Judge of the

Supreme Court of the District of Columbia who re-

versed the Patent Office. The Patent Office found no

patentability to exist in the claims now in issue on art

that was inferior to the prior art now before this Court.

When the Supreme Court of the District of Colmnbia

reversed the Patent Office it did not have the Pierson

or Oblasser patents before it. (Interrogatories 25

and 26, R. 190 and 191.)

The Lower Court herein has been unduly impressed

by the decision of the Supreme Court of the District

of Coliunbia (R. 63), But it should not have been so

influenced when, as appears from the record herein

(R. 190, 191) that Court did not have the best prior

art before it, namely the Pierson and Oblasser patents.
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The Lower Court herein has also been unduly im-

pressed by the decision of the District Court of Massa-

chusetts (R. 63) which sustained the patent in suit.

Such holding, however, can have little influence in this

Court.

Icyclair, Inc., vs. National Popsicle Corp., et al.,

94 Fed. (2nd) 669;

Triplett vs. Loivell, 297 U. S. 638.

Likewise, the Lower Court herein has been unduly im-

pressed by the plaintiff's commercial success (R. 63),

but commercial success is not a substitute for invention,

particularly when it is largely based upon the plain-

tiff's ability to spend enormous amounts in advertising

and on the plaintiff's catchy trade-name "Plastic

Wood."

This appeal is based on the following

:

(1) That the claims of the Griffiths patent

held by the District Judge to be valid and infringed

are invalid

(a) because they are too functional and

indefinite to be valid, R. S. 4888

;

(b) because they are anticipated by prior

art, namely the Pierson and Oblasser patents,

which were never before the Patent Office, nor

before the Supreme Court of the District of

Columbia

;

(c) because the composition defined by

the claims lacks invention over the prior art.

(2) If the claims are narrowed by the Pierson

patent as stated by the District Judge (R. 64) then

they cannot be construed to cover Duratite Wood
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Dough which has a radkally different composi-

tion.

ASSIGNMENTS OF ERROR RELIED UPON

Assignments of error directed to the vagueness,

functionality, and indefiniteness of the claims are 20,

21, 22, and 23 (R. 96, 97).

Assignments of error directed to anticipation of

claims by the Pierson and Oblasser patents are 7, 8, 10,

11, 17, and 18 (R. 92-96).

Assignments of error directed to the claims lacking

invention over the prior art are 9, 12, 13, 14, 15, 16,

and 19 (R. 93-96).

The assigmnent of error directed to the holding of

infringement is 34 (R. 99).

CLAIMS 5, 8, 13, 16, AND 17 ARE TOO BROAD,
VAGUE, FUNCTIONAL, AND INDEFINITE

TO BE VALID.

20.

The Court erred in failing to hold that claims 5,

8, 13, 16, and 17 of Griffiths patent No. 1,838,618 are

invalid as being vague and indefinite.



21.

The Court erred in failing to hold claims 5, 8, 13,

16, and 17 of Griffiths patent No. 1,838,618 are invalid

as being broader than the invention.

22.

The Court erred in failing to hold claims 5, 8, 13,

16 , and 17 of Griffiths patent No. 1,838,618 are invalid

for the reason that there is no foundation in the speci-

fication or any definition therein as to what constitutes

a doughy, putty-like plastic composition.

23.

The Court erred in failing to hold that claims 5, 8,

13, 16, and 17 of the Griffiths patent No. 1,838,618 were

invalid as being vague and indefinite as to when a com-

position hardens into substantially the rigidity and

solidity of wood and in failing to find that the defend-

ant's and intervener's compositions did not harden into

substantially the rigidity and solidity of gypsmn.

I

Each of the claims held valid and infringed re-

cite ''A doughy, putty-like plastic composition" com-

prising nitrocellulose, a volatile solvent, a finely di-

vided cellulose filler with or without gum or oil

^^in such proportions as to harden upon mere ex-

posure to air to substantially the rigidity and

solidity of wood/'

or words to that effect.
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There are no limitations or definitions in these

claims as to what these proportions are. The specifi-

cation of the patent makes no definition of what is

meant by "doughy, putty-like" or within what limits

i he proportions must be to enable the composition

"to harden upon mere exposure to air to substan-

tially the rigidity and solidity of wood."

If these proportions must lie between 20 and 25 parts

of filler as stated in the patent, line 67, or betw^een 15

and 30 parts as stated in lines 58 and 59, then there

obviously is no infringement because the defendant's

composition contains only 11.5% of filler.

In the prior art there are the Pierson and Oblas-

ser patents (Ex. A7 and AlO, Ex. Bk., pp. 71, 81).

These contain the same three essential ingredients,

namely nitrocellulose, volatile solvent, and fijiely di-

vided cellulose filler, as admitted by the plaintiff-ap-

pellee's own expert Esselen (R. 330) :

"Q. Well, you do find in the Pierson patent,

don't you, a composition composed of nitro-cel-

lulose in a solution containing a volatile liquid and

a finely-divided cellulose filler ?

"A. Yes . . . "

(R. 332)

:

"Q. It (the Oblasser patent) indicates plastic,

and he has presented there a nitro-cellulose in a

solution containing a volatile liquid and a finely-

divided cellulose filler, hasn't he?

"A. That is true ..."
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Both Pierson's and Oblasser's compositions are for

*'molding." Pierson says his is for molding and stat-

uary (Ex. Bk., p. 72, middle of column 1) and Oblas-

ser discloses molding a battery box from his composi-

tion.

The claims of the Griffiths patent thus differentiate

from the Pierson and Oblasser patents, if at all, merely

by the functional statement that the ingredients shall

be

*'in such proportion as to harden upon mere ex-

posure to air to substantially the rigidity and
solidity of wood."

How is a manufacturer seeking to follow what is

taught or disclosed by the Pierson and Oblasser pat-

ents, which are now public property in this country,

going to be able to ascertain when he is or is not in-

fringing the indefinite claims of Griffiths ? If he makes

a moldable composition following the disclosure of

Pierson or Oblasser he will have a composition that

produces on drying in air a solid substance having

'^substantially the rigidity and solidity of wood"

(see Ex. A-34, A-36, A-38, A-42, A-43, A-45), made up

in accordance with the disclosures of these patents.

The attempted differentiation of the Grriffiths pat-

ent from Pierson and Oblasser of the prior art by the

fimctional statement

**in such proportions as to harden upon mere ex-

posure to air to substantially the rigidity and

solidity of wood"
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compares favorably with the functional statement be-

fore the Supreme Court in General Electric Co. v. Wa-

bash Appliance Corp., et al., 37 U. S. P. Q. 466 ; U. S.

decided May 16, 1938.

''The claim further states that the grains must

be 'of such size and contour as to prevent substan-

tial sagging and offsetting' during a commercially

useful life for the lamp. The clause is inadequate

as a description of the structural characteristics

of the grains. Apart from the statement with re-

spect to their function, nothing said about their

size disting-uishes the earliest filaments, and noth-

ing whatever is said which is descriptive of their

contour (termed by the district court a 'very im-

portant element'), not even that they are irregular.

"The claim uses indeterminate adjectives which

describe the function of the grains to the exclu-

sion of any structural definition and thus falls

within the condenmation of the doctrine that a

patentee may not broaden his product claims by de-

scribing the product in terms of function. Claim

25 vividly illustrates the vice of a description in

terms of function. 'As a description of the inven-

tion it is insufficient and if allowed would extend

the monopoly beyond the invention. ' The Court of

Appeals for the Ninth Circuit relied on the fact

that the description in the claims is not 'wholly'

functional. 80 F. (2d) 958, 963. But the vice of a

functional claim exists not only when a claim

'wholly' functional, if that is ever true, but also

when the inventor is painstaking when he recites

tvhat has already been seen and then uses conveni-



—12—

ently functional language at the exact point of

novelty.

''A limited use of terms of effect or result

which accurately define the essential qualities of

a product to one skilled in the art, may in some
instances be permissible and even desirable, hut a

characteristic essential to novelty may not he dis-

tinguished from the old art solely hy its tendency

to remedy the prohlems in the art met hy the pat-

ent.*'

Here, as the prior art Pierson and Oblasser dis-

close moldable compositions made up of nitrocellulose,

volatile solvent, and finely divided cellulose filler—and

this fact is admitted by the plaintiff's own expert Es-

selen—a conveniently functional statement is resorted

to "at the exact point of novelty," if any novelty ex-

isted, to differentiate from the prior art. The vice of

these claims is that no one can tell when he departs

from making the Pierson and Oblasser compositions

and falls within the domain of Griffiths and is making

a composition which has ''such proportions" as to

harden upon drying "to substantially the rigidity and

solidity of wood. '

'

In this case the Intervener used only 11.5% by

weight of wood flour and inorganic materials to the ex-

tent of 31.3% by weight (R. 116). The inorganic ma-

terials were identified by the plaintiff's expert Esse-

len as gypsum (R. 116). If, as contended by plaintiff

the intervener's composition contained 31.3% of gyp-

sum, then the intervener's product would be properly



—13—

characterized as hardening upon mere exposure to air

"to substantially the rigidity and solidity of" gypsum.

We ask this Court to invalidate these claims in the

same manner that the Supreme Court did in the above

case in the following language

:

''We need not inquire whether Pacz's exhibited

invention, or whether his product was anticipated.

The claim is invalid on its face. It fails to make a

disclosui'o sufficiently definite to satisfy the re-

quirements of R. S. 4888; 35 U. S. C. 33.*"

However, as this Court may be interested in how close-

ly the prior art anticipated the invention the following

is submitted:

CLAIMS 5, 8 AND 17 ARE ANTICIPATED BY
THE PIERSON AND OBLASSER PATENTS
EXHIBITS A7 AND AlO.

7.

The Court erred in failing to hold that claim 5 of

Griffiths patent No. 1,838,618 is invalid in view of the

disclosure in United States Letters Patent to Pier-

son No. 65,267, issued May 28, 1867.

8.

The Court erred in failing to hold claim 5 of Grif-

fiths patent No. 1,838,618 invalid in view of the dis-

closure of the British patent to Oblasser et al. No.

19,242 of 1892.
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10.

The Court erred in failing to hold that claim 8 of

Griffiths patent No. 1,838,618 is invalid in view of the

disclosure in United States Letters Patent to Pierson

No. 65,267 issued May 28, 1867.

U.

The Court erred in failing to hold claim 8 of Grif-

fiths patent No. 1,838,618 invalid in view of the dis-

closure of the British patent to Oblasser et al. No.

19242, of 1892.

17.

The Court erred in failing to hold that claim 17 of

Griffiths patent No. 1,838,618 is invalid in view of the

disclosure in United States Letters Patent to Pierson

No. 65,267, issued May 28, 1867.

18.

The Court erred in failing to hold claim 17 of Grif-

fiths patent No. 1,838,618 invalid in view of the dis-

closure of the British patent to Oblasser et al. No.

19,242 of 1892.

Considering first claim 5 of the Griffiths patent, this

claim merely calls for a doughy composition of nitro-

cellulose, volatile solvent, and finely divided cellulose

filler in such proportions as to harden into substan-

tially the rigidity and solidity of wood.
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The Pierson patent makes such a disclosure. Pier-

son first discloses nitrating various forms of cellulose

(Ex. Bk., p. 71, column 1). He denominates his nitro

cellulose as "plastic." At the top of colmnn 1 (Ex. I>k.,

opposite p. 72) he says:

"In practice, I propose to produce the fabrics

above named by mixing the plastic and solvents

with mineral or vegetable powders ... "

Thus, when he mixes his "plastic" with solvents and

vegetable powders he has a composition of nitrocel-

lulose, solvent, and finely divided cellulc*se as claimed

by Griffiths. Furthermore, the composition is stated to

be for molding the various articles mentioned at the

bottom of column 2 (Ex. Bk., p. 71). Griffiths like-

wise says that his composition is for molding (Ex. Bk.,

p. 1, 1. 5). If the disclosure in Griffiths to the effect that

his composition is for "molding" justifies his claiming

in his claims that the composition is "doughy, putty-

like,
'

' then obviously the statement in Pierson that his

composition is for molding justifies the same appella-

tion.

Pierson further gives a concrete example of his

moldable composition. He says, at the middle of the

first column (Ex. Bk., p. 72) :

"In carbons, &c., take plastic, one part; alco-

hol, four; ether, four; charcoal powder, one to

sixteen. Lamp-black or plumbago may be substi-

tuted for the charcoal, sawdust, straw, or any

vegetable powder or fiber may also be substituted

for the charcoal, and oil may often be added to

advantage, useful for statuary and moldings, and
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some forms for paints, and some for marking-

pencils, and for other purposes. '

'

If one part of sawdust or vegetable powder filler

is used, the percentage is

1 part filler -. q^
1 part plastic -\- 4 parts alcohol + 4 parts 10

ether -|- 1 part filler

If sixteen parts are used, the percentage of

filler is

16 parts filler ^ . 07

1 part plastic + 4 parts alcohol + 4 parts 25

ether -f 16 parts filler

Thus, Pierson here discloses a composition of nitro-

cellulose (plastic), volatile solvent (alcohol and ether),

and finely divided cellulose (sawdust or vegetable pow-

der)—the proportions of filler to the whole being 10

to 64%. The Griffiths composition contains from 15 to

30% filler which is in the center of Pierson 's larger

range. Griffiths says (Ex. Bk. p. 1, line 60)

:

"On the other hand, proportions outside these

limits may be employed.

"

Obviously, if Griffiths' composition having 15 to 30%
filler, or even filler in a percentage outside these limits,

is "doughy" or "putty-like" as described by the Grif-

fiths claims, Pierson having his filler present from 10 7o

to 64% has the same characteristics. If Griffiths has

such characteristic as to "harden upon mere exposure

to air to substantially the rigidity and solidity of
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wood," Pierson's composition likewise possesses these

properties. This is because the compositions are the

same, having the same ingredients in the same relative

proportions. Pierson merely gives a wider range of

filler because of the number of different substances sug-

gested for use as fillers.

The experts are in agreement as to what Pierson dis-

closes. Defendant's expert Roller said (R. 206)

:

^'Q. Now, referring to claim 5 of the Griffiths

patent, do you have in the Pierson patent a de-

scription in that lower paragraph of Column 1,

page 3, 'A doughy, putty-like plastic composition

comprising nitro-cellulose in solution, containing a

volatile liquid and a finely-divided cellulose filler?'

''A. Yes, you do if you used your sawdust or

straw or vegetable powder which Pierson specified.

"Q. Now, is that composition of such propor-

tions that it will harden upon mere exposure to

air to substantially the rigidity and solidity of

wood ?

'^A. Yes.''

Obviously, this is true. If less filler is present, more

time is required to evaporate the solvent. If more filler

is present, there is less proportional solvent and conse-

quently less time is required to evaporate it. But the

result is the same. The composition hardens to substan-

tially the rigidity and solidity of wood. Regardless of

whether there is more or less solvent present, all of

it must be evaporated or dried off.

Even the plaintiff recognizes this. It markets its

Plastic Wood in cans and in collapsible tubes. That
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which is placed in tubes is of much thinner consistency

containing more solvent than that which is placed in

cans (R. 304, 315). Also the plaintiff markets solvent in

cans for use with its Plastic Wood when its Plastic

Wood has become too stiff or dry (R. 303). In using it

to restore Plastic Wood to its original consistency the

directions say merely '^pour in a little Plastic Wood
Solvent." How much solvent is to be poured in is not

stated. It is not very material. The user is to use his

own judgment. A little more or less solvent does not

materially affect the product—merely the length of

time for the solvent to completely evaporate.

Plaintiff's expert Esselen agrees with Roller as to

the disclosure of the Pierson patent (R. 330) :

''Q. Well, you do find in the Pierson patent,

don't you, a composition composed of nitro-cellu-

lose in a solution containing a volatile liquid and

a finely-divided cellulose filler?

*' A. Yes, without any proportions or other sug-

gestions given."

The answer is in error with respect to the lack of pro-

portions in Pierson. Pierson does set forth, as quoted

above, the proportions as being one part plastic (nitro-

cellulose) ; 4 parts alcohol; 4 pai-ts ether, and one to

sixteen parts filler, depending upon the filler used.

But even if the statement was true as to the lack of

proportions there would be nothing patentable in select-

ing any particular proportions. There is nothing critical

about the proportions used in the composition (R. 272,

273). As Pierson states that his composition is for mold-
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ing—the same purpose as Griffiths—the obvious thing

to do would be to make up a solution of one part nitro-

cellulose ; 4 parts alcohol ; 4 parts ether, and add to this

solution enough sawdust or vegetable powder filler until

the desired consistency for molding was obtained.

A child indulging in the disapproved but fascinating

pastime of making mud pies follows the same procedure

—namely, adding dirt to water until the desired con-

sistency for mud pie making is obtained.

The Oblasser patent (Ex. Bk., p. 81) makes a similar

disclosure wherein the reader is expected to use some
judgment in securing whatever consistency he desires.

He first describes nitrating cellulose and then adding

camphor which would convert the nitrocellulose to cel-

luloid (Ex. Bk., p. 82, 11. 37-40; R. 230). He then dis-

solves in a solvent such as acetone (Ex. Bk., p. 82, 1.

42) producing a coating (1. 43). Finally,

"By mixing our coating with certain substances

we may obtain a sort of agglomerate susceptible of

being moulded." (Ex. Bk., p. 82, 11. 50, 51.)

Among the materials suggested for mixing with the

coating are "sawdust or cork waste, cork powder,"

(1. 53).

"Under these circmnstances, instead of render-

ing a receptacle of wood or other material tight by

the application of our coating we may manufacture

it directly hy moulding, use heing made of the said

agglomerate/' (Ex. Bk., p. 83, 11. 1-3.)

There is thus a disclosure in Oblasser of a moldable

composition made up of nitrocellulose, a volatile sol-
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vent, and finely divided cellulose filler. It is to harden

upon mere drying in air into a substitute for wood in

the manufacture of battery boxes.

There is no novelty whatever defined in Griffiths'

claim 5 over what is disclosed in the Pierson and Ob-

lasser patents. Both patents disclose moldable compo-

sitions which would naturally be made of a doughy or

putty-like consistency so as to be moldable. Both pat-

ents disclose the use of the three essential ingredients,

to wit, nitrocellulose, a volatile solvent, and a finely di-

vided cellulose filler. In both patents, the substance

when hardened, will have substantially the rigidity and

solidity of wood if sawdust or vegetable powders as

suggested therein are used. Obviously, if some of the

other fillers are used, such as metallic powders, sug-

gested in both patents, the resulting product will take

on the characteristics of the metallic powders.

Claim 8 of Griffiths patent specifies the presence of

a '*non-drying oil"—this being the only distinction

from claim 5. Pierson says, at the middle of column

1 (Ex. Bk., p. 72) :

''and oil may often be added to advantage."

The plaintiff's own expert Esselen said (R. 144,

145):

"Q. Now, if you have a compound containing

nitro-cellulose, alcohol and ether and finely-divided

sawdust or finely-divided vegetable powder you

will necessarily have present in that composition

some vegetable oil and some resin, isn't that cor-

rect?
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'
' A. What was the filler you included, Mr. Mil-

ler?
'

' Q. Finely-divided sawdust or vegetable pow-
der.

"A. If you use dry vegetable powder you do

not necessarily. Sawdust, of course, usually con-

tains natural oil and the gmn."

Furthermore, castor oil was well known long prior

to Griffiths alleged invention as a means for ameliorat-

ing the brittleness of nitro-cellulose compositions. This

is the only function that castor oil performs in the

Griffiths composition. Plaintiff's own expert Esselen

testified (R. 144)

:

"Q. In fact, during 1915, 1916 and 1917 cas-

tor oil was a well-knowii ingredient to use in nitro-

cellulose plastic compositions to ameliorate the

brittleness of the composition, wasn't it?

'*A. Yes.''

He is in agreement with defendant's expert Roller (R.

208). See also the Parks patent (Ex. Bk., p. 142B,

1. 37) where the use of castor oil is suggested for this

purpose in a similar composition.

Therefore, the inclusion of the "non-drying oil" in-

gredient in claim 8 does not render this claim patent-

able over claim 5 which, as above pointed out, is an-

ticipated by the Pierson and Oblasser patents.

Claim 13 differs from claim 5 in the following re-

spects :

(a) It specifies the presence of castor oil;

(b) It specifies that the solvent is acetone;
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(c) It specifies the presence of a resinous

body, to wit, ester gum.

There is nothing patentable about specifying these in-

gredients. The addition of castor oil to reduce the brit-

tleness of a nitro-cellulose composition was old and well

known. Pierson even suggested that oil may often be

added to advantage. (Middle of colunm 1, Ex. Bk., p.

72.) This specification in the claim did not impart

patentability to it. Likewise, the use of acetone as a

solvent for nitrocellulose was old and well known. It

is specifically mentioned in the Oblasser patent as being

the solvent. While Pierson suggested the use of alcohol

and ether, it was long known prior to Griffiths alleged

invention that acetone was a good substitute for alcohol

and ether for this purpose (R. 144, 217). The recita-

tion that there is present a resinous body or ester gum
which imparts adhesiveness to the composition does not

render the claim patentable. As stated by Esselen (R.

144, 145) sawdust would naturally contain some resin.

Oblasser mentions the presence and use of resin. (Ex.

Bk., p. 82, 1. 54.) Furthermore, it was well known that

nitro-cellulose compositions could have their adhesive-

ness increased by the addition of ester gum (R. 144).

There is nothing patentable about specifying these

three ingredients in the claim any more so than in speci-

fying the presence of a pigment to impart color to the

composition or perfume to impart a delightful odor

thereto.

Claim 16 is the same as claim 13 with the single

exception that the volatile solvent is not definitely re-
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eited as being acetone. It is anticipated by the Pier-

son and Oblasser patents for the same reasons. Ace-

tone has long been recognized as a substitute for alco-

hol and ether as a solvent for nitrocellulose.

Claim 17 is of the same scope as claim 5, being

merely of different phraseology. It is anticipated by

the Pierson and Oblasser patents for the same reasons

above advanced in comiection with claim 5.

We are cognizant of the rule that a prior ''paper"

patent is to be narrowly constmed as an anticipation.

The Pierson patent, however, was not a "paper" pat-

ent. In fact, suit was brought upon the Pierson patent

in CeUuloid Mfg. Co. vs. Crofut, et ah, 24 F. 796, alleg-

ing that claims 1 and 2 had been infringed. Claim 2

of the Pierson patent covers the combination of "plas-

tic." nitrocellulose in solution, with vegetable or any

other foreign matter. It is thus manifest that com-

positions of the character now alleged to be infringed

were manufactured by at least one infringer during

the life of the Pierson patent. When the Piei*son pat-

ent expired, all that was disclosed therein became pub-

lic property. The public was entitled to make compo-

sitions of nitrocellulose, alcohol and ether, or equiva-

lent solvents that were well known, and sawdust, or

other vegetable powders. The public was entitled to

make any composition between the one and sixteen paits

or 10 and 64% of tinely divided cellulose filler. It was

manifestly improper for the District Court to hold that

Griffiths at this late date could monopolize a composi-

tion in the center of the range disclosed by Pierson be-



—24—

cause Pierson's entire range became public property

on the expiration of his patent.

THERE IS NO INVENTION DEFINED BY THE
GRIFFITHS CLAIMS OVER THE STATE OF
THE ART.

9.

The court erred in failing to hold claim 5 of Grif-

fiths patent No. 1,838,618 invalid in view of the state of

the art as evidenced by the following

:

United States Patents

Merrick _ 1,203,229

Black - „..1,294,355

Eckstein _ 458,157

Deitz and Wayne _ 133,969

Ellis - - 999,490

Grawl - 1,652,353

Arnold 1,195,431

Lindsay _ „ 1,493,207

Hyatt and Blake _ 89,582

Reagles _ _ 311,203

Jarvis -... „ 329,313

Dunwoody and Wills 1,187,890

Ritschke .1,497,028

and the British patents to

:

Mennens „ 2,775 Nov. 13, 1860

Bulling _ 169,177 Dec. 18, 1922

De Pont et al 24,790 Nov. 5, 1896

Thompson - 27,534 Nov. 23, 1897

Parks _ 2,675 Oct. 28, 1925

1,614 May 16, 1868



—25—

12.

The court erred in failing to hold claim 8 of Grif-

fiths patent No. 1,838,618 invalid in view of the state

of the art, particularly those patents as listed in the

foregoing assignment numbered 9.

13.

The court erred in failing to hold claim 13 invalid

for lack of invention over the disclosures in the United

States Letters Patent to Pierson No. 65,267 and the

British patent to Oblasser et al. No. 19,242 of 1892,

particularly in view of the fact that acetone was a well

recognized solvent for nitro-cellulose prior to the date

of Griffiths' invention and that the eifects of castor oil

and resinous bodies or gums in nitrocellulose plastic

compositions were well known and well recognized

prior to the effective date of Griffiths' invention.

14.

The court erred in failing to hold that claim 13

of the Griffiths patent No. 1,838,618 is invalid as lack-

ing invention over the disclosures of the prior art, par-

ticularly those patents as listed in foregoing assignment

numbered 9.

15.

The court erred in failing to hold claim 16 invalid

for lack of invention over the disclosures in the United

States Letters Patent to Pierson No. 65,267 and the

British patent to Oblasser et al. No. 19242 of 1892,
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particularly in view of the fact that acetone was a well

recognized solvent for nitrocellulose prior to the date

of Grriffiths' invention and that the effects of castor oil

and resinous bodies or gums in nitrocellulose plastic

compositions were well known and well recognized

prior to the effective date of Griffiths ' invention.

16.

The Court erred in failmg to hold that claim 16

of the Griffiths patent No. 1,838,618 is invalid as lack-

ing invention over the disclosures of the prior art, par-

ticularly those patents as listed in the foregoing as-

signment numbered 9.

19.

The court erred in failing to hold claim 17 of Grif-

fiths patent No. 1,838,618 invalid in view of the state

of the art, particularly those patents as listed in the

foregoing assignment numbered 9.

As above pointed out, Pierson and Oblasser both

disclose moldable compositions having nitrocellulose,

volatile solvent, and finely divided cellulose filler.

Pierson, in addition, suggests the use of oil and Ob-

lasser suggests the use of resin and that acetone be

used as a solvent.

If Griffiths did anything, he merely made a specific

selection of the preferred proportion in the wider range

of Pierson. Bethlehem Steel Co. vs. Chiirchtvard Inter-

national Steel Co., 268 F. 361 (C. C. A. 3) :
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''But novelty of proportions in the sense of the

patent law involves something more than figiiring

out proportions differing from any that were
known before. It involves new results from new
proportions, developing a new metal, or, it may be,

an old metal with new characteristics of structure

or performance, embracing entirely new, or at

least substantially enhanced, qualities of utility.

Glue Co. vs. Upton, 97 U. S., 324 L. Ed. 985; Well-

ing vs. Crane (C. C.) 21 F. 707; Brady Brass Co.

vs. Ajax, 160 F. 84, 90, 87 C. C. A. 240; Pittsburgh

Iron & Steel Co. vs. Seaman-Sleeth Co., 248 F.

705, 160 C. C. A. 605; Miami Copper Co. vs. Min-

eral Separation Ltd., 244 F. 752, 157 C. C. A. 200."

In David Belais, Inc. vs. Goldsmith Bros. Smelting

& Refining Co., 6 F. (2d) 930, affirmed 10 F. (2d) 673

(C. C. A. 2), certiorari denied 271 U. S. 687, the court

said:

"I am of the opinion that the Belais formula

is the result of a mere selection of proportions to

give a desired character, whiteness at the expense

of ductility, and that such selection is in accord

with the normal development of the art in making
white gold. I do not believe that the Belais formula,

even if better than others which preceded it, is an
invention. The development of an old idea, and
changing merely the degree, certainly does not in-

volve invention. Novelty in proportions involves

something more than merely figuring out differ-

ing proportions that were well known before. A
new metal must be developed, in the sense that new
results come from the new proportions, and sub-

stantially better results so far as utility is con-

cerned must be present.
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^'In the present instance, the difference in de-

agree as to the various products having slightly dif-

ferent proportions of the baser metals brings forth

differences of opinion both as to appearance and
workability. There is no startling change or nar-

row line of demarcation between one product and
another. On the one hand, there is no absolutely

bad product; and, on the other hand, there is no
absolutely good product. The case of Brady Brass

Co. vs. Ajax Metal Co., 160 F. 84, 87 C. C. A. 240,

seems to me to be quite a point, and a quotation

therefrom (page 90) seems pertinent to the instant

case;

*A mere difference in the proportions of

the constituents of an alloy, however useful

the result may be, does not entitle the origina-

tor to the monopoly of a patent, in the absence

of other circumstances than those here dis-

closed.'
"

See also, Smith vs. Nichols, 88 U. S. 112, 22 L. Ed.

566:

''But a mere carrying forward or new or more
extended application of the original thought, a

change only in form, proportions, or degree, the

substitution of equivalents, doing substantially the

same thing in the same way by substantially the

same means with better results is not such inven-

tion as will sustain a patent." (Italics ours.)

See also,

Economy Fuse & Mfg. Co. vs. Coe, Commis-

sioner of Patents, 86 F. (2d) 850; 31 U. S. P. Q.

193;
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Minnesota Mining cO Mfg. Co. vs. Coe, Commis-

sioner of Patents, _ Appellate D. C ; 38

U. S.P. Q. 213;

35 U. S. C. A., section 31, note 61.

There is nothing peculiar about Griffiths' propor-

tions nor is there anything critical about having the

proportions such that the composition would be

*'doughy" or "putty-like." The plaintiff has repre-

sented to the trade that the Griffiths patent covers any

and all wood base putties containing nitrocellulose, sol-

vent, and wood flour or their equivalents is an infringe-

ment of this patent (Ex. Bk., p. 51). Even Griffiths'

laboratory notes indicate that he did not undertake to

limit his alleged invention or discovery to a doughy

or putty-like composition. At Ex. Bk., p. 36, two for-

mulas are given entitled ^^Liquid Wood." In Exhibit

5 of the Griffiths deposition (Ex. Bk., p. 41) there are

two formulas given entitled ''Concentrated Plastic

Wood." In Exhibit 1, (Ex. Bk., p. 29) there is a fur-

ther formula entitled "Liquid Wood." In the fonnula

at the upper right-hand corner of page 29, Ex. Bk.,

there is a formula for liquid wood containing only

12.5% wood meal comparing favorably with Pierson's

minimum of one part filler, or 10%. At page 41, Ex.

Bk., the lower most concentrated plastic wood formula

provides for 40% wood meal, comparing favorably with

the upper limit of Pierson, namely sixteen parts or

64%.

Not only are the Pierson and Oblasser disclosures

direct anticipations but the entire prior art is so well
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developed as to leave no room for anything such as is

disclosed in the Griffiths patent to be characterized

as arising to the dignity of invention.

Thus, the Merrick patent, Exhibit A-8, (Ex. Bk.,

p. 74) discloses a moldable composition for shoe bot-

toms comprising a solution of pyroxylin (nitrocellu-

lose) with ground cork or asbestos fiber, (11. 50 to 59.)

He also says:

"finely divided wood, leather, paper-pulp, etc."

may be substituted for the cork (11. 59-60) . In the case

of substitution of finely divided wood, the same com-

position as Griffiths is obtained. Nor would there be

anything inventive in adding castor oil to his compo-

sition. Plaintiff 's expert Esselen in making up a sam-

ple of what was disclosed in Merrick, fairly loaded it

with 18 grams of castor oil (R. 318) although there is

nothing said about castor oil in the patent (R. 321,

322). The justification for this was merely that the

patent specified that it merely was flexible. This dem-

onstrates how well the function of castor oil in a com-

position of this character was known.

Thompson, Ex. A-11 (Ex. Bk., p. 87) discloses a

coating made of celluloid dissolved in acetone and

mixed with various substances including ''vegetable,

mineral or animal powders" (11. 6 to 12). The cellu-

loid dissolved in acetone and (mixed with vegetable

powder is to be used as a ^^ coating^ ^ (line 7) which is

the same purpose as stated in the Griffiths patent (Ex.

Bk., p. 1, 1. 4).
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In the Black patent, Ex. A-12 (Ex. Bk., p. 91) cel-

luloid (nitrocellulose) is dissolved in acetone and mixed

with powdered silica instead of wood flour as in Grif-

fiths (Ex. Bk., p. 91, 11. 51-59). Even Griffiths contem-

plated mixing his nitrocellulose compound with car-

borundum, see Ex. Bk., p. 42, where he has a formula

for plastic carborundum. The Black patent clearly

recognizes that the addition of gum to a nitrocellulose

solution will impart or increase its adhesiveness (Ex.

Bk., p. 91, n. 107-111).

The Eckstein patent, Ex. A-13 (Ex. Bk., p. 95) dis-

closes the use of both gum and castor oil in a solution

of collodion (nitrocellulose), (11. 60 to 68). As a filler,

instead of using wood flour as in Griffiths he suggests

the use of zinc white or heavy spar (Ex. Bk., p. 96,

1. 40). Even Griffiths contemplated the use of plaster

of paris and kaolin in the formulas for "Filler" and

"Plastic Wood for Extrusion" (Ex. Bk., p. 42).

Hyatt and Blake, Ex. A-20 (Ex. Bk., p. 115) mixes

a solution of collodion with ivory dust as a filler and

molds the resulting composition. During the molding,

pressure is maintained and evaporation of the solvent

is accelerated by the application of heat (middle of

first column, Ex. Bk,, p. 115). Hyatt and Blake thus

use one fonn of animal pow^der. Griffiths contem-

plated another form as his laboratory notes disclose the

use of leather chips to make plastic leather (Ex. Bk.,

p. 43).

Bulling, Ex. A-26 (Ex. Bk., p. 130) mixes a solu-

tion of celluloid vrith calcium chloride, lines 27 to 36.
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Parkes, Ex. A-28, mixes with a solution of pyroxy-

lin (nitrocellulose) various cellulosic substances such as

ground cotton fiber, (Ex. Bk., p. 139, 11. 22 to 31), and

moulds billiard balls therefrom (Ex. Bk., p. 140, 1. 24).

Reference to merely the above should suffice to show

that it has been customary in the prior art of plastic

compositions to mix a solution of nitrocellulose with a

powdered or finely divided filler. The nature of the

resulting product desired determines what filler to use.

If a white article is desired, zinc white or ivory dust

should be employed as in the Eckstein patent, Ex. A-

13, and the Hyatt and Blake patent, Ex. A-20, respec-

tively. If a black article is desired, use charcoal pow-

der or plumbago as suggested by Pierson. If a stone-

like article is desired, powdered silica should be used

as in the Black patent, Ex. A-12, or, as suggested by

Griffiths in his laboratory notes (Ex. Bk., p. 42), use

carborundiun. If a wood-like article is desired, Use

wood powder or sawdust as in Pierson and Oblasser.

If a metallic appearing article is desired metallic pow-

ders could be employed as suggested in many of the

above patents.

The prior art had developed all this. Any chemist

would know from the prior art that to make a plastic

composition to harden to resemble wood, all that was

necessary was to mix a solution of nitrocellulose with

wood powder and if you wished to make the compo-

sition less brittle, add a little castor oil and if you

wanted to increase the adhesiveness of the composition,

add a little gum or resin.

Plaintiff's expert Esselen testified (R. 144) :



—33—

''Q. Do you believe that it would be obvious to

anyone that was familiar with nitro-cellulose plas-

tic compositions that if you wished to increase the

flexibility and resilliency of the dried mass and
to increase the adhesiveness that all they would
have to do would be to add some castor oil and
ester gum?

*^A. Yes.

"Q. You believe that was time as of 1918?

^'A. Yes."

All that Griffiths did was to take a nitro-cellulose

solution and mix it with finely divided wood which was

taught by the prior art, and then to add a small amount

of castor oil and ester gum. This was also taught by

the prior art.

It cannot be urged too strongly that the Pierson and

Oblasser patents were overlooked by the Patent Office

and that they were not placed in evidence before the

Supreme Court of the District of Columbia. The pre-

sumption of validity of the patent under these circum-

stances is greatly weakened, if not entirely destroyed.

Mettler vs. Peabody Engineering Corp., 77 F. (2d) 56

(C. C. A. 9)

:

"The presumption of validity which attends

the issuance of letters patent is overcome in this

case by the clear evidence of anticipation in the

prior art which was not cited or considered by

the Patent Office when the application for ap-

pellant's patent was passed on."

In the same case, this court said:
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li'As we said in the recent case of Eagle et al. vs.

P. d C. Hand Forged Tool Co., #7435* filed Janu-
ary 14, 1935,

'It is not necessary that all of the elements
of the claim be found in one prior patent. If
they are all found in different prior patents
and no new functional relationship arises from
the combination, the claim cannot be sustained.

Keene vs. New Idea Spreader Co., 231 Fed.

701 ; see also Keszthelyi vs. Doheny Stone Drill

Co,, 59 Fed. (2d) 3.

'All of the elements of the patent in suit

were present in the prior art and combining
these elements to make the patented device

did not involve invention. Widespread use of

the device combining these elements old in the

art is evidence of its utility but is not conclu-

sive of its patentable novelty. Adams vs. Bel-

aire Stamping Co., 141 U. S. 539, 542 ; McGhee
vs. Le Sage <& Co., Inc.,32 Fed. (2d) 875. Ap-
pellant's patent was anticipated in the prior

art and is therefore invalid.'
"

The mere fact that Pierson did not specify acetone

as his solvent or that the oil should be castor oil, or that

there should be gum added, is immaterial. The use

of these substances in the composition merely brings

about their expected functions as taught by the prior

art. The foregoing was vigorously urged upon the

District Court and strenuously pressed in defendant's

Petition for Rehearing. The lower court being thus

pressed to find no invention in the Griffiths patent

sought escape in the following manner:
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*'For one thing, the claims and specifications of

the Pierson patent do not disclose the 'doughy,

putty-like' or 'dough-like and putty-like' charac-

teristics of the composition of the claims of the

Griffiths patent." (R. 64.)

But the Griffiths composition is for "molding,"

(Ex. Bk., p. 1, 1. 5) ; so were Pierson 's and Oblasser's

compositions. Griffiths' composition was for "coat-

ing" (Ex. Bk., p. 1, 1. 4); so was Thompson's compo-

sition, Ex. A. 11. The lower court thus manifestly

relies upon a distinction without a difference to up-

hold the Griffiths claims. The situation is similar to

that in Zenitlierm Co. vs. Art Marhle Co., 56 Fed.

(2d) 39 (C.C.A.5), approved in Green Process Metal

Co. V. Washington Iron Works, 84 Fed. (2d) 892

(C.C.A.9) :

"The record abundantly shows that if wood
flour or other 'finely ground vegetable matter' as

named in this claim be covered with a liquid binder,

the result is a putty which is not compressible and

will not be altered by pressure. This claim directly

covers many of the products of the prior art and

is thus anticipated by them. American Fruit Grow-

ers, Inc., vs. Brogdex Co., 283 U. S., page 1. We
therefore hold claims 1 and 4 to be void for want

of disclosure and for too great breadth

—

too much
claim in the claims and too little specification in

the specifications." (Italics ours.)
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THERE IS NO INFRINGEMENT OF THE
GRIFFITHS CLAIMS

34

The Court erred in holding that claims 5, 8, 13, 16

and 17 of Griffiths patent No. 1,838,618 have been in-

fringed by either the defendant or intervener.

The defendant's composition only contains 11.5%

wood filler whereas Griffiths' composition, as described

in his specification, contains from 15 to 30% filler with

the filler content being preferably between 20 and 25%
(Ex. Bk., p. 1, 11. 57-68). Claims 6, 11, 13, and 18 of

Griffiths specify that the filler content shall not be

lower than 15% and were accordingly held not to be in-

fringed.

The District Court said in denying the defendant's

Petition for Rehearing:

'* Clearly, while the Pierson patent may narrow
the scope of certain of the claims of the Griffiths

patent, it does not anticipate the claims upheld by
this Court." (R. 64.)

But there is no consistency between this position

and the position taken by the District Court in its

original opinion. In that opinion, claims 6, 11, 15, and

18 were held not infringed (R. 61) because they were

limited to the filler content as being not less than fif-

teen parts or that the filler content was between 15 and

30 parts. Claims 5, 8, 13, 16, and 17 do not contain

these limitations. They purport to be broader—to

cover ''any wood base putty containing a nitrocellulose.

I
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solvent, and wood flour, or their equivalents" (Ex. Bk.,

p. 51). Apparently they purport to cover a compo-

sition wherein the filler is present in less than 15

parts or only 12.5% as in the Liquid Wood compo-

sition (Ex. Bk., p. 29) or where the filler content is as

high as 40% as in the Concentrated Plastic Wood 1960

(Ex. Bk., p. 41). The result as stated in the Zenitherm

case, quoted supra, is that these claims directly cover

"many of the products of the prior art and is

(are) thus anticipated by them."

Claims 5, 8, 13, 16 and 17 are thus anticipated by

Pierson and Oblasser. But if they are narrowed by

Pierson, as stated by the District Court, then these

claims, if valid at all, must be construed in the light of

the specification to cover nothing more than what is

covered by claims 6, 11, 15, and 18 which were held not

to be infringed. If any significance can be attached to

the words "doughy" and "putty-like" as was done by

the District Court (R. 64) then when are the Pierson

and Oblasser compositions, which are for the purpose

of molding, "doughy and putty-like" and when are they

not? Where is the dividing line between Pierson 's

composition and Griffiths' composition as claimed by

claims 5, 8, 13, 16, and 17 ? If these claims are narrowed

by the Pierson patent, they are not infringed, any more

so than claims 6, 11, 15, and 18. If any broader, they

would be infringed by Pierson 's composition and are

likewise anticipated by it.
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CONCLUSION

We urge this Court to correct a grievous error com-

mitted by the District Court. The District Court has

undertaken to uphold claims which are of such vague,

indefinite, and fimctional character as to fail to com-

ply with Sec. 4888 of the Revised Statutes. It is im-

possible to determine from these claims when a compo-

sition is an infringement and when it is not. It is im-

possible to distinguish these claims, particularly claims

5 and 17, from the disclosures of Pierson and Oblasser.

Claims 8, 13, and 16 contain references to castor oil,

acetone, and gum, but their use and their functions were

taught by the prior art. There is nothing in the alleged

Griffiths invention that amounts to an invention over

what was fairly taught long ago. The Patent Office

denied these claims and even criticised their form as

failing to comply with the requirements of R.S. 4888

(Ex. Bk., p. 60).

The Lower Court here in upholding the claims, has

been erroneously influenced by the decision of the

Judge who granted the patent in ignorance of the re-

quirements of Sec. 4888 B.S., and in ignorance of the

Pierson and Oblasser patents.

He has also been unduly influenced by the plaintiff's

commercial success which has been largely due to the

trade-name and to the enormous amounts of money

that the plaintiff has been able to spend on advertising.

The record shows, however, that when advertising ex-

penses decreased, the volume of plaintiff's sales de-
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creased in direct proportion. The plaintiff has merely

been successful in exploiting a composition of the prior

art

(1) because it has a catchy trade-name

;

(2) because it is a successful advertiser; and

(3) because by reason of having obtained the

patent it has successfully intimidated a substantial

proportion of the trade (Ex. Bk., p. 51).

These factors do not justify a patentable monopoly.

It is urged that the Lower Court be reversed.

Respectfully submitted,

FRED H. MILLER,
G. E. STEINER,

Attorneys for Appellants.
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BRIEF FOR PLAINTIFF-APPELLEE.

STATEMENT OF THE CASE.

A more complete statement of the facts than is found in appel-

lant's brief is necessary for an understanding of the case.

This is a suit for infringement of letters patent No. 1,838,618,

dated December 29, 1931, to Manfred E. Griffiths, for a Plastic Com-

position, and assigned before issue to the plaintiff, the A, S. Boyle

Company of Cincinnati. The application for the patent was filed

November 17, 1923.

Claims 5, 8, 13, 16 and 17 were held valid and infringed. Othei

claims in suit were held not to be infringed and will not be discussed

or referred to further.

The material manufactured by the plaintiff is sold under the

trade name "Plastic Wood".

The defendant. Pacific Marine Supply Company of Seattle, is

charged with infringing the patent in suit by selling "Duratite Wood

Dough" manufactured by the intervener, Webb Products Company

of San Bernardino, California. In the following pages, the defend-

ant and the intervener, now the appellants herein, are referred to as



the defendants except where it is necessary to distinguish between

them.

The case was tried in Tacoma before the Honorable Edward E.

Cushman, District Judge. After the trial of the present case and

before the decision by the District Court, the same claims of the

patent and others were held valid and infringed by the District

Court of Massachusetts in a suit entitled The A. S. Boyle Company

V. Harris-Thomas Company, 18 F. Supp. 177. The District Court

of Massachusetts had before it all of the defenses and all of the prior

art relied upon in the present case. A copy of the decision in Boyle

V. Harris-Thomas is printed as an Appendix to this brief, see page

52.

At the trial in the District Court the defendant herein relied on

an English publication "Engineering" dated December 9, 1921, as

an anticipation of the patent in suit and the plaintiff took the depo-

sitions of Griffiths, the patentee, and Murray in London to carry

back Griffiths' dates of invention. This defense is not now relied on

by the appellant and, therefore, the depositions of Griffiths and

Murray and the exhibits attached to them found in the record are

no longer of any consequence in the case. Appellants now rely only

on the defenses mentioned on page 6 of appellants' brief.

SUMMARY OF ARGUMENT.

The patent in suit is for a plastic composition which, before

exposure to the air has the consistency of putty, and after mere

exposure to air attains the rigidity and solidity of wood, becoming

in effect a grainless wood. When applied to a hole in a piece of

wood and allowed to harden, the "Plastic Wood" adheres tena-

ciously and practically becomes a part of the wood itself. The

essential ingredients of Griffiths' composition are nitrocellulose, a

volatile solvent, a finely divided wood, i. e., wood-flour. The com-

position may also contain, and does preferably, a non-drying oil

like castor oil, and a resinous body or gum, like ester gum. These

toughen the product and render it more adhesive. Some mineral

filler such as talc, clay or gypsum may also be substituted for a part

of the wood flour. Prior to Griffiths' invention no one had con-

ceived of a material which could be handled like putty and which



after drying would become grainless wood. There was no material

available to the public by which a low place or a defective spot in a

piece of wood could be built up. The carpenter could cut wood

away with his chisel, plane and bit but he could not replace it. He

could not add wood. Griffiths gave the public a new tool; he pro-

\ided for the first time a material by which wood could be built up.

Griffiths' invention was brought to the United States in 1924

under the name "Plastic Wood".* The manufacture and sale of

this material was commenced in this country in 1925 by the Addi-

son-Leslie Company, a company organized and controlled by

Leslie Soule, who then controlled the Griffiths invention. In the five

years from 1925 to 1930 the sales grew from nothing to $379,602

per year. In 1930 Addison-Leslie Company sold its business and

the Griffiths patent to The A. S. Boyle Company, the plaintiff,

for $720,000. The sales dropped with the depression and with

competition of imitators like the intervener, but are now about

$300,000 per year. Between two million and two million and a

half cans and tubes of "Plastic Wood" are sold to the public each

year.

The plaintiff's composition "Plastic Wood" is used for a mul-

titude of purposes, both domestic and industrial. It has replaced

putty in many places and it makes possible results never before

attainable. The avidity with which it was seized on by the public

is conclusive proof that it was both new and useful, in the highest

sense of these terms.

Griffiths' invention was the result of a wholly novel concept,

viz., that by combining nitrocellulose, wood flour and a volatile

solvent, a plastic mass having the characteristics of putty could be

made and that when the solvent evaporated from such a mass by

mere exposure to the air without heat or pressure it would become

a grainless wood and would adhere tenaciously to other substances.

Griffiths' concept comprises five essential factors: (1) a putty-

like condition before exposure to the air, (2) wood-like properties

after exposure to the air, and the three primary ingredients, viz..

* When the phrase "Plastic Wood" is used in this brief it refers to

the composition made under the Griffiths' patent and sold by the plaintiff

and its predecessor, Addison-Leslie Company.



(3) nitrocellulose, (4) wood flour and (5) volatile solvent. If any

of these factors be absent, Grififiths' concept cannot be realized.

Grififiths also found that the toughness and adhesiveness of his

material were increased by the addition of non-drying oil (castor

oil) and a resinous gum (ester gum or the like) ; also that acetone

was the best solvent. He also realized that, for some purposes, a

harder and denser material would be useful so he provided for the

substitution of a mineral filler, such as China clay, talc or the

like, for a part of the wood flour, while retaining the wood-like

properties of the final product. The essentials of Griffiths' inven-

tion are well stated in claims 5, 13 and 17 as follows:

"5. A doughy putty-like plastic composition comprising

nitrocellulose in a solution containing a volatile liquid, and a

finely divided cellulose filler in such proportions as to harden

upon mere exposure to air to substantially the rigidity and

solidity of wood.

13. A doughy putty-like plastic composition comprising

nitrocellulose in a solution volatile in part at least and con-

taining acetone, castor oil, a resinous body, and a finely

divided cellulose filler in such proportions as to harden upon

mere exposure to air to substantially the rigidity and solidity

of wood.

17. A composition of matter for hole filling and filleting,

which before exposure to the air is dough-like and putty-like,

and contains finely divided wood, nitrocellulose and a volatile

liquid, and after exposure to the air has a wood-like rigidity

and solidity and is essentially finely divided wood held

together by the nitrocellulose."

The intervener's (Webb Products Company) product "Wood

Dough" is made of the same main ingredients, nitrocellulose,

wood flour and a volatile solvent. As stated on the cans of the

intervener's product "Wood Dough", it "handles like putty and

hardens into wood". An equal volume of gypsum has been sub-

stituted for a part of the wood flour suggested by Griffiths, but the

total volume of filler in proportion to the volume of the other

ingredients remains the same. Acetone is the chief solvent in



"Wood Dough" as in the Griffiths composition, and castor oil,

ester gum and elemi gum have been added to give toughness and

adhesive properties. The final composition is essentially the same

as Griffiths' in its working properties; it is doughy and putty-like

before hardening, and after exposure to the air has the solidity and

rigidity of wood. It is essentially "finely divided wood held

together by the nitrocellulose" as described in claim 17.

Defendants' counsel take the position that the Griffiths patent

is anticipated by the United States patent to Pierson No. 65,267,

dated May 28, 1867, and the British patent to Oblasser No. 19,242

of 1892 and further that the properties of nitrocellulose, volatile

solvent, non-drying oils, gums and vegetable fillers alone or in

combination were so well known that it required only mechanical

skill to put them together and produce a putty-like material which

would harden into wood. In support of this argument defendants

cite a long list of patents. (See page 24 of defendants' brief.)

Defendants' argument is based on a fallacy, for it assumes that

the mechanic would start with knowledge of Griffiths' concept that

a material which would be putty-like in the first place and later

would become essentially a grainless wood could be made with the

materials in question. Defendants, therefore, rely on the ex post

facto wisdom which has been so often condemned by the courts in

patent cases. Without Griffiths' concept in mind, the prior art

taught nothing; with it in mind, it is, of course, possible to make

his composition from the materials mentioned in the prior patents.

That plaintiff's position in this regard is correct is proved strikingly

by the fact that, notwithstanding the grant of such patents as

Pierson's in 1867 and Oblasser's in 1892, the public had to wait

until 1920 for "Plastic Wood", and that when it appeared it filled

a need so completely that its sales jumped from nothing to over

two million cans and tubes in less than six years. If the Pierson

patent taught the invention in 1867, as defendants say, it is more

than strange that the public waited nearly sixty years before mak-

ing use of it. But, in fact, Pierson did not describe the Griffiths

composition at all. The nearest description is found on page 3,

column 1, second full paragraph, but, that paragraph gives a

range of proportions which will produce compositions var>'ing
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from a thin soupy liquid to a dry powder, and does not suggest a

putty-like composition nor one which would dry to a wood-like

substance. Even the defendant witness, Webb starting with knowl-

edge of the ingredients of "Plastic Wood" had to make long series of

mixtures before arriving at a satisfactory composition based on

Pierson's description.

Nor are Oblasser's or Merrick's compositions more helpful—the

former's was intended to be shaped in a mould, and the latter to be

flexible and rubbery so that it could bend in the sole of a shoe. In

neither is there any description of the Griffiths composition nor

are proportions or instructions given by which such a composition

could be made.

Defendants also argue that the claims of the patent are too

broad, vague and indefinite and that the patent is invalid on that

account. See Defendants' brief page 7, citing General Electric

Company v. Wabash Appliance Company, 37 USPQ 466; 304 U. S.

364; 82 L. Ed. 912. In answer it need only be said that in fact the

claims of the Griffiths patent define the monopoly clearly and ex-

plicitly; that they rely on ingredients and the physical properties

of the materials as the means of definition, and that General Electric

v. Wabash has no application to a state of facts such as the present.

More than the usual presumption of validity resulting from its

grant attaches to the patent in suit. It was granted only after a

long and bitter contest in the Patent Office and a suit against the

Commissioner of Patents under Section 4915 (now U. S. Code,

Title 35, Section 63). It has been held valid and infringed by

Judge McLellan in the District Court of Massachusetts in Boyle

V. Harris-Thomas Co., 18 Fed. Supp. 177, the opinion being unusu-

ally thorough and comprehensive.

The patents now relied on by the defendants are in part the same

as those relied on by the Patent Office and otherwise of the same

general character. They were all before the District Court for

Massachusetts. The Griffiths patent is further supported by the

fact that the invention has supplied a public need, and has sup-

planted other materials; that it has become a household necessity,

and has given the carpenter a new tool; that it has been copied not

only by the defendants but also by at least two dozen other manu-
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facturers; that decrees for injunctions have been obtained in three

uncontested or shghtly contested suits for infringement and finally

that its validity has been recognized by numerous companies, in-

cluding Sears-Roebuck Co., which have ceased the sale of the in-

fringing composition and paid damages, and by the Creo-Dipt

Company which was granted a license.

Accordingly, we respectfully submit that the patent in suit de-

scribes and claims an invention of more than ordinary merit, that

the patent is valid and that the defendants have infringed.

In the following pages, the facts outlined above are first discussed

in detail, and then the four alleged errors on which appellants

(defendants) now relies are separately answered.

THE PATENT IN SLIT—PLAINTIFF'S EXHIBIT 1.

Exh. Bk. Page 1.

(a) The Disclosure.

Griffiths, in his patent, says (Exh. Bk. p. 1) that his invention

"relates to a plastic mass . . . which may be used for many pur-

poses", and he outlines some of the purposes as follows : "by pattern

makers for filleting and similar work, by joiners and cabinet makers

|for filling screw and nail holes, shakes in timbers, openings at joints

•and for preparing or repairing mouldings and carvings or by shoe-

makers for building up or repairing lasts" (p. 1, lines 31-7). He

jsays further that his composition "hardens quickly when exposed to

the air, adheres firmly to any clean dry foundation, does not blister

DF powder when exposed to moderate heat and is not affected by

ivater, gasoline or other commonly available liquids" (p. 1, lines

J9-44).

The patent is unusually explicit in its directions for the manufac-

:ure of the new composition giving five formulae for its production.

These are a general formula (p. 1, lines 50-6) with ranges of pro-

X)rtions, two specific formulae for a material made without mineral

iller (p. 1, lines 14-27; and p. 1, lines 70-6) , a formula using part

^hina clay (p. 2, lines 11-19) and another using pigment (p. 2,

ines 27-36)

.
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As to the materials to be used, Griffiths is equally explicit. He

says:

"In place of celluloid scrap other forms of nitrocellulose may

be used, such as celluloid in the form of sheet or the like."

(Page 1, lines 77-79.)

"In place of castor oil other non-drying vegetable oils may be

employed." (Page 1, lines 80-1.)

"Ester gum may be replaced by other resins and in place

of acetone other ketones may be used and if it is desired that

the composition shall set or dry quickly such should be of low

boiling point, for example methyl acetone." (Page 1, lines

82-6.)

"The industrial spirit and benzol may be omitted or replaced

by other solvents or diluents." (Page 1, lines 87-9.)

"Other solvents may be used in place of ketones but the

latter are preferable. As fillers any suitable filling materials

may be used but ground wood flour is preferable though in

addition there may be added other ground cellulose material, a

mineral filler, such as china clay, talc, powdered silica or the

like." (Page 1, line 90; page 2, line 7.)

The formula in the first column of page 1 is almost exactly thati

used today by plaintiff in the manufacture of its commercial product;

which has attained such a wide sale under the name "Plastic Wood".

The patent also describes the method of putting together the

several ingredients to make the product ready for use and explains

how it hardens when exposed to the air (p. 1, lines 38-40). He

also says that it "adheres firmly to any clean dry foundation".

Anyone into whose hands this patent may come will find in it

full and complete directions for making Griffiths' preferred composi-

tion.

(b) Griffiths' Novel Concept.

Griffiths envisioned an entirely new material—a putty that

would turn into wood and therefore which could be used to build

up a piece of wood. He envisioned a piece of wood without grain

which could be cut with a chisel, which could be sawn and drilled,

t



which would hold nails and screws like real wood but which could

be handled and applied like putty. This was Griffiths' concept. It

is stated by Dr. Esselen, plaintiff's expert, as follows:

"The material, ... is of the general consistency of dough

or putty, and after it has dried it has the general properties of

wood with the exception that it has no grain." (Rec. p. 112.)

Griffiths made his vision a reality by combining nitrocellulose,

volatile solvent and wood flour, and improved the physical proper-

ties of the material by the addition of castor oil and a resinous body.

These three essential ingredients will make satisfactory material

although it will not adhere to other substances as well nor be as

tough or adhesive as it would be if it contained proper percentages

of a resin and a non-drying oil.

Soule testified

:

"We have [made] one or two small batches of the Griffiths

composition, omitting the castor oil and the ester gum, using

only the three ingredients, viz., the solvent wood flour, and the

nitro-cellulose or film scrap. Such material, in appearance,

was identical with our regular material that contained ester

gum and castor oil but it was more brittle and did not have as

good adhesive qualities. It was however a practical and useful

material. It was essentially the same as Plastic Wood and

could be used, but it was not so satisfactory as the material

containing the ester gum and castor oil." (Rec. pp. 156-157.)

The Griffiths' concept, therefore, included five necessary factors

which have already been enumerated. They are as follows:

(1) The condition before drying—it must be putty-like.

(2) The condition after drying—it must have substantially the

rigidity and solidity of wood after mere exposure to the air.

(3) It must contain nitrocellulose.

(4) It must contain finely divided cellulose filler such as wood

3our, and

(5) It must contain a volatile solvent such as acetone.

In its more specific form Griffiths' concept also included resinous

materials, non-drying oil and a small amount of some mineral
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filler such as China clay to improve the quality of the final product.

Unless a material corresponds to all five factors of Griffiths' concept,

it will not infringe the claims. Likewise, the claims will not be anti-

cipated by any prior patent, publication or public use unless all

given factors are clearly and definitely present.

The presence or absence of the additional or non-essential mate-

rials (non-drying oil, ester gum, and mineral filler) is relatively

unimportant.

(c) The Materials Employed by Griffiths.

Nitrocellulose. In the patent in suit (Exh. Bk. p. 1) Griffiths

uses nitrocellulose as a general term but says "in place of celluloid

scrap other forms of nitrocellulose may be used as celluloid in the

form of sheet or the like" (page 1, line 2) . Therefore, the patent

gives explicit direction as to the kind of nitrocellulose to be used.

Volatile Solvents. For solvents, Griffiths mentions a wide variety.

He says:

".
. . in place of acetone other ketones may be used and if it

is desired that the composition shall set or dry quickly suchi

should be of low boiling point, for example methyl acetone.

The industrial spirit and benzol may be omitted or replaced

by other solvents or diluents.

Other solvents may be used in place of ketones but the latter

are preferable." (Page 1, line 83, to page 2, line 1.)

Filler. In the primary formula, page 1, lines 14 to 27, Griffiths

specifies "finely ground wood flour as a filling material"; in the third

formula, page 2, lines 70 to 76, he specifies wood flour; and in the

two formulae on page 2 he specifies wood flour and China clay in

the first and wood flour and pigment in the second.

With regard to the fillers to be employed he makes the following

general statement:

"As fillers any suitable filling materials may be used but

ground wood flour is preferable though in addition there may

be added other ground cellulose material, a mineral filler such
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as China day, talc, powdered silica or the like". (Page 2, lines

1-7.)

Griffiths intended that wood flour or a similar finely divided cellu-

lose material should be the basic filler of his material and that "in

addition" or as a substitute for a part of the wood flour certain

finely divided mineral substances could be added. Such substances

tend to modify the characteristics of the final product slightly, but

Griffiths emphasis on wood flour and the fact that it is the principal

filler in all five formulae show that he wished to produce wood-like

qualities in the final product.

The mineral substances which can be used in place of wood flour

as a filler are relatively very heavy; therefore they occupy much less

space than wood flour. For instance, the bulk of gypsum used by

defendants is approximately one-fifth that of wood flour (Esselen,

Rec. pp. 40-41) ; or, stated in another way, weight-for-weight, gyp-

sum occupies about one-fifth the space of wood flour. China clay,

powdered silica and the like are still heavier. Griffiths gives his

proportions in terms of parts by weight; consequently the propor-

tions of mineral fillers appear about five times greater than they

would if they were stated in terms of volume or bulk. Griffiths con-

templated the use of relatively small volumes of mineral filler.

(d) The Claims.

Claims 5, 8, 13, 16 and 17 are in suit.

"5. A doughy putty-like plastic composition comprising

nitrocellulose in a solution containing a volatile liquid, and a

finely divided cellulose filler in such proportions as to harden

upon mere exposure to air to substantially the rigidity and

solidity of wood.

8. A doughy putty-like plastic composition comprising

nitrocellulose in a solution containing a volatile liquid, a non-

drying oil and a finely divided wood filler in such proportions

as to harden upon mere exposure to air to substantially the

rigidity and solidity of wood.

13. A doughy putty-like plastic composition comprising
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nitrocellulose in a solution volatile in part at least and con-

taining acetone, castor oil, a resinous body, and a finely

divided cellulose filler in such proportions as to harden upon

mere exposure to air to substantially the rigidity and solidity

of wood.

16. A doughy, putty-like plastic composition comprising

nitrocellulose in a solution containing a volatile liquid, a non-

drying oil, and a resinous body, and a finely divided wood

filler in such proportions as to harden upon mere exposure to

air to substantially the rigidity and solidity of wood.

17. A composition of matter for hole filling and filleting,

which before exposure to the air is dough-like and putty-like,

and contains finely divided wood, nitrocellulose and a volatile

liquid, and after exposure to the air has a wood-like rigidity

and solidity and is essentially finely divided wood held

together by the nitrocellulose."

Claim 5 specifies the five essential factors of Griffiths' invention,

namely, (1) a doughy putty-like plastic comprising (2) nitrocel-

lulose in a solution containing (3) a volatile liquid (4) a finely

divided cellulose filler and (5) hardening "upon mere exposure to

air to substantially the rigidity and solidity of wood". This is a

basic claim to Grififiths' invention.

Claim 17 is much the same as claim 5 but the invention is stated

in quite different language and from a different point of view.

This claim differs from the others in that it says that the final

product "is essentially finely divided wood held together by the

nitrocellulose".

Claims 8, 13 and 16 are more specific claims since they include

as elements the "non-drying oil", "castor oil", and "a resinous

body", i. e., ester gum or the like.

Infringement.

The alleged infringing material sold by the defendant. Pacific

Marine Supply Company, and manufactured by the Intervener,

Webb Products Company, is called "Duratite Wood Dough". A
specimen of it was introduced as Plaintiff's Exhibit 47.
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Intervener's answer to interrogatory 7, Rec. page 45, gives the

analysis of Duratite Wood Dough as follows:

"The correct analysis of Duratite Wood Dough is as follows:

Solvent, 41% by weight; nitrocellulose 10.5% by weight;

gums and oils, 5.7% by weight; filler, 11.5% by weight; in-

organic materials, 31.3% by weight."

On cross examination Mr. Webb gave the formula from his work

sheet as follows:

"It is chemically pure acetone, ester gum, gum elemi, benzol,

film of three different nitrations, dibutyl, phthalate and castor

oil. We use as fillers finely ground wood fiber 11 percent,

inert material 30 percent," (Rec. p. 297.)

Dr. Esselen identified the inert material as gypsum (Rec. p. 116).

He also stated that the bulk of wood flour is approximately five

times that of gypsum "the wood flour taking up approximately

five times as much space as the equal weight of gypsum" (Rec. p.

119). This is illustrated by the two bottles which are Plaintiff's

Exhibits 35 and 45 and which contain equal weights of wood flour

and gypsum (Rec. pp. 119-120). The 31.3 parts of gypsum

referred to in the answer to the interrogatory has a bulk of only

a little more than one-half that of the 11.5 parts of wood flour

(Rec. p. 120)

.

"Duratite Wood Dough" has essentially the consistency of

"Plastic Wood" before drying (Esselen, Rec. p. 120) . See also

Plaintiff's Exhibit 47. After hardening, it becomes a substance re-

sembling wood* and can be used in the same way as "Plastic

Wood" (Esselen, Rec. p. 120)

.

As already stated the formula for defendants' "Duratite Wood
Dough" given in the Answer to the Interrogatories is as follows:

Celluloid scrap (nitrocellulose) 10.5%

Oils & Gums 5.7

Solvents 41.

Wood Flour 11.5

Gypsum 31.3

* Compare the two fillings in Exh. 46.
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Since the bulk of a given weight of powdered gypsum is about one-

fifth that of an equal weight of wood flour, 31,3 parts by weight of

mineral filler have a volume equal to 6.26 parts of wood flour. This

gives the following proportions

—

Total filler on basis of volume

:

Wood flour 11.5

Gypsum 6.26

Nitrocellulose

Oils & Gums

Solvents

75.0%

If we convert the formula given in the first column of page 1 of

the Griffiths patent into percentages of the whole to place the

Griffiths and the Duratite formulae on a comparable basis, we

have

—

The Patent in Suit. Defendant's Composition.

Wood flour 23.1 Wood flour 15.3

Gypsum 8.3

17.8

10.5

5.7

41.

Total filler 23.1 23.7

Nitrocellulose 13 14.

Oils & Gums 10 7.6

Solvents 53.9 54.7

Total 100. Total 100.

The defendants' composition therefore contains almost identical

proportions of the same ingredients, the only difference being that

the defendants have replaced a part of the wood flour by gypsum,

while retaining enough wood flour to give the product wood-like

properties.

As to the gums and oils, "Duratite Wood Dough" contains both

castor oil and ester gum as suggested by Griffiths. In addition it

contains gum elemi which is the equivalent of ester gum. Castor

oil is a non-drying oil and the gums are resinous bodies. In addi-

tion to the above mentioned ingredients "Duratite Wood Dough"
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also contains dibutyl phthalate (Rec. p. 262) which is a plasticizer

and is the equivalent of castor oil.

The Claims Applied to Defendants^ Composition.

The claims require very little discussion.

Claim 5 is as follows

:

"5. A doughy putty-like plastic composition comprising

nitrocellulose in a solution containing a volatile liquid, and a

finely divided cellulose filler in such proportions as to harden

upon mere exposure to air to substantially the rigidity and

solidity of wood."

Defendants' "Duratite Wood Dough" contains nitrocellulose (cel-

luloid scrap) . It contains a volatile solvent, i. e., acetone and ben-

zol. It also contains wood flour in such proportions that on mere

exposure to the air, the mixture hardens to substantially the rigidity

and solidity of wood.

Claim 8 specifies a non-drying oil. Defendants' composition con-

tains castor oil, which is a non-drying oil.

Claim 13 specifies acetone, castor oil and a resinous body. "Dur-

atite Wood Dough" contains acetone, castor oil, ester gum and gum

elemi.

Claim 16 is substantially like claim 8 except that it includes also

a resinous body. "Duratite Wood Dough" contains ester gum
which is a resinous body.

Claim 17 is as follows

:

"A composition of matter for hole filling and filleting which

before exposure to the air is doughlike, and putty-like, and con-

tains finely divided wood, nitrocellulose and a volatile liquid,

and after exposure to the air has a wood-like rigidity and solid-

ity and is essentially finely divided wood held together by the

nitrocellulose."

When "Duratite Wood Dough" has hardened, it is "essentially

finely divided wood held together by nitrocellulose".

We respectfully submit that all the claims sued upon are infringed.
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FACTS WHICH SUPPORT THE VALIDITY OF THE
PATEIST IIS SUIT.

A. GREAT COMMERCIAL SUCCESS OF
GRIFFITHS' COMPOSITION.

1. The Introduction of Plastic Wood and the Growth

of the Business.

Manfred E. Griffiths, the patentee, is an Englishman employed by

the Imperial Chemical Industries as a research chemist (Rec. p.

334) . He made the invention in 1920 (Rec. p. 336) . The first

information in regard to the product was brought to the United

States by C. Tennant & Sons Company and Harrison White, Inc.,

in the fall of 1924 (Soule, Rec. p. 155) . In May, 1925, Leslie Soule

organized the Addison-Leslie Company and secured a license to

manufacture "Plastic Wood" in the United States (Rec. p. 155)

.

The Addison-Leslie Company put the new material on the market

under the name "Plastic Wood" (Rec. p. 155) . The present form-

ula of "Plastic Wood" is practically identical with the first formula

given in the Griffiths patent, the only difference being in the solvent

employed (Rec. p. 156) . The annual sales of "Plastic Wood" have

been as follows:

From May 25, 1925 to December 31, 1925 $12,759

For the year 1926 58,024

For the year 1927 140,449

For the year 1928 ^ 258,464

For the year 1929 378,965

For the year 1930 379,602

(Soule, Rec. p. 162.)

For the year 1931 298,000

For the year 1932 209,000

For the year 1933 206,000

For the year 1934 278,000

For the year 1935 309,000

Total $2,527,663

(Silbersack, Rec. p. 170.)
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In the summer of 1930 the plaintiff, The A. S. Boyle Company,

purchased the Addison-Leslie Company, together with the applica-

tion for the patent in suit, paying approximately $720,000 (Soule,

Rec. p. 167, and Silbersack, Rec. p. 169) . The advertising expendi-

tures for the sale of "Plastic Wood" have averaged about $50,000 a

year. (See Stipulation attached to Soule's deposition, Rec. p. 168,

and Silbersack, p. 170.)

This apparently large amount of advertising was necessary be-

cause the product was an entirely new one and it was necessary to

tell the public about its properties and its uses. Soule testified as

follows

:

"The particular purpose of the advertising done by the

Addison Leslie Company was to acquaint the potential users

of Plastic Wood with what we considered to be an entirely

new and revolutionary' product. We had to find the field for

the marketing of the product, and to acquaint the potential

users with the fact that there was such a product." (Rec. p.

167.)

The plaintiff sells from two to two and one-half million tubes or

cans of "Plastic Wood" annually (Silbersack, Rec. p. 170) . The

material is sold in tubes, in quarter pound cans, in one pound cans

and in five and twenty-pound drums (Silbersack, Rec. p. 170)

.

Commercial Success is Persuasive Evidence of

Patentability.

The marked commercial success of a new product, such as that

which attended the introduction of "Plastic Wood" is persuasive

evidence of invention, see the decision of this Court in Bankers

Utilities Co., Inc. v. Pacific Nat. Bank et al, 18 F. (2d) 16, March

28, 1927, in which Judge Dietrich said (p. 18) :

"In their position plaintiffs are fortified by the presumptions

attending a patent {Wilson & Willord Mfg. Co. v. Bole (C. C.

A.) 227 F. 607; Heinz Co. v. Cohn (C. C. A.) 207 F. 547; San

Francisco C. Co. v. Beyrle (C. C. A.) 195 F. 516) , and by the
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fact that their device is a commercial success and has brought

on imitation. (Application of McClaire (C. D.) , 16 F. (2ci)

351; Sandusky v. Brooklyn Box Toe Co. (D.C.) 13 F. (2d)

241; Carson v. Am. Smelting Co. (C. C. A.) 4 F. (2d) 463;

Murphy Wall Bed Co. v. Rip Van Winkle Wall Bed Co. (D.

C.) 295 F. 748; Globe Knitting Works v. Segal (C. C. A.) 248

F. 495; Morton v. Llewellyn (C. C. A.) 164 F. 697."

See also

:

Eibel Process Co. v. Minnesota & Ontario Paper Co., 261

U. S. 45 at 56.

The Barbed Wire Patent, 143 U. S. 275 at 282.

Smith V. Goodyear Dental Vulcanite Co., 93 U. S. 486.

Temco Electric Motor Co. v. Apco Mfg. Co., 275 U. S. 319.

In the latter case the Supreme Court said:

"The district judge in Ohio in the K-W Ignition case was

affected in his decision, that the Thompson patent involved

invention, by the way in which the public eagerly took it and

its marked success, and so, indeed was the Circuit Court of

Appeals of the Sixth Circuit. So are we."

Furthermore when "Plastic Wood" was first put on the

market there was no material which would perform the same

functions as the Griffiths material.

"At the time I put the Grififiths Plastic composition on the

market, as far as I know there was no other material which

would perform substantially the functions of the Griffiths com-

position. There was no other material which could be com-

pared in any way with 'Plastic Wood' to my knowledge. The

nearest was ordinary lead putty and certain mineral fillers.

They were the only things on the market, to my knowledge,

and they cannot be compared with 'Plastic Wood'.

The Griffiths' composition has replaced putty and mineral

crack fillers, and in furniture work has replaced stick shellac."

(Soule, Rec. p. 161.)
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See also Silbersack, Rec. page 170:

"In my contact with the hardware trade I knew of no other

product which was sold for that same purpose by the trade.

I was in contact with the hardware trade more or less regu-

larly as sales manager of The A. S. Boyle Company . . . From

Maine to California."

See also Miller, Rec. page 189.

"This is the first artificial wood I know of."

This resume of the evidence shows that the material made under

the Griffiths formula and referred to in this case as "Plastic Wood"

has had a total sale of slightly over two and one-half million dollars

in the ten years during which it has been on the market. There was

nothing like it on the market when it was introduced. The sales

climbed rapidly until they were checked by the flood of infringe-

ments and imitations which will be referred to later. "Plastic

Wood" has become a household word. Some of the many uses to

which it has been put will now be outlined,

2. The Uses of Plastic Wood.

The Griffiths composition sold by the plaintiff under the name

"Plastic Wood" has so many uses that it is difficult to enumerate

them all. These facts are not disputed so we state them shortly.

Soule mentioned the following uses of "Plastic Wood"

:

Filling dents and cracks in cabinet work.

Repairing and changing wood and metal patterns and core boxes.

Filling dents in automobile bodies.

Covering bolt and rivet heads.

In boat building, in place of wooden plugs to cover countersunk

screw heads; for deck inlays; repairing rotten stems, keels and plank-

ing; for boat models.

Restoring school desks which have been carved by pupils.

Repairing worn stair treads (Soule, Rec. p. 157-8)

.
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Mr. Silbersack said

:

"Carpenters and painters are quite large users of 'Plastic

Wood'. Many carpenters carry it in their kits all the time.

Carpenters find it particularly useful because practically all

the tools they carry in their kits are tools for taking off wood.

'Plastic Wood' is one of the few items they have for putting

wood on—or the only item they have, I should say." (Rec. p.

174.)

Miller, the plaintiff's sales representative in Seattle, testified that

"Plastic Wood" enabled cooperage and lumber companies to fill up

knot holes in barrels and planks and thus save them from rejection

(Rec. pp 188)

.

This great variety of uses is possible because "Plastic Wood" will

stick to any clean surface, and, after hardening, has all the proper-

ties of wood. It can be sawn, chiselled, turned and bored like wood;

it will not split and holds nails and screws better than natural wood

(Soule, Rec. p. 158-9)

.

The Griffiths composition provided a means for doing many

things which had not previously been done, for instance, for alter-

ing or repairing pattern-maker's patterns and core boxes, for repair-

ing school desks, for repairing or altering shoe lasts, for repairing

dents in automobile fenders and bodies. In some cases the Griffiths

composition has supplanted other materials, for instance, putty

made of whiting and linseed oil and wood plugs to cover the heads

of nails and screws.

The chisel, the knife, the plane, the auger and file all remove

wood; Griffiths' composition, "Plastic Wood" gives the carpenter

the means of adding on wood.

We submit that the tremendous commercial success of the

Griffiths' composition, its immediate acceptance by the public, the

innumerable uses to which it is put every day, its universal presence

in carpenter's kits and household tool closets, the fact that it has

replaced putty and wood inlays in many places, that it performs

functions never before performed and its undoubted utility, are

convincing evidence that Griffiths made a most important invention.
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We submit that these facts, none of which are disputed, are to be

taken into consideration on the questions of invention and of the

scope which is to be given to the claims.

3. Having Made an Advance Which Has Proved Strik-

ingly Useful, the Patentee is Entitled to

Liberal Treatment.

The evidence in this case shows that Griffiths gave to the pubHc

a composition which was not available previously; that it was in-

stantly seized upon and filled an important need; and that it has

been imitated by the defendant and many others. Whether or not

the Griffiths patent is a pioneer need not be discussed. The advance

made by Griffiths certainly entitles the p>atent to liberal treatment.

The treatment to be accorded a patent under such circumstances

was stated by the Court of Appeals for the Second Circuit (Judge

Ward) in O'Rourke Engineering Construction Co. v. McMullen,

160 F. 933 at 938-9:

"The principal question in such cases is: Has the patentee

added anything of value to the sum of human knowledge, has

he made the world's work easier, cheaper, and safer, would the

return to the prior art be a retrogression? When the court has

answered this question, or these questions, in the affirmative,

the effort should be to give the inventor the just reward of the

contribution he has made. The effort should increase in pro-

portion as the contribution is valuable. Where the court has

to deal with a device which has achieved undisputed success

and accomplishes a result never attained before, which is new,

useful and in large demand, it is generally safe to conclude that

the man who made it is an inventor.

The keynote of all the decisions is the extent of the benefit

conferred upon mankind. Where the court has determined

that this benefit is valuable and extensive it will, we think, be

difficult to find a well considered case where the patent has

been overthrown on the ground of nonpatentability."

The foregoing quotations from O'Rourke v. McMullen were
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adopted by this Court (Judge Sawtelle) in Butler v. Burch Plow

Company, 23 F. (2d) 15 and 24. After adopting Judge Ward's

statements quoted above, the Court said (p. 26) :

"The evidence shows that prior to the year 1917 there was

nothing known to the art which would perform the functions

of the Burch spreader. Even if all the elements of the combina-

tion had been used before and the functions of each were well

known to the art, we think they have never been combined for

effectuating the purpose accomplished by the appellee."

The treatment to be accorded to a patent under similar circum-

stances is well illustrated by that given to the Carson patent by

this Court in Carson v. American Smelting and Refining Co., 4 F.

(2d) 463. That decision contains no short statement suitable for

quotation, but we commend the decision as a whole to the attention

of the Court.

B. PRIOR LITIGATION, AND PUBLIC ACKNOWL-
EDGEMENT OF THE GRIFFITHS PATENT.

The prior litigation relating to the Griffiths' invention confirms

counsel's belief that Griffiths made an important invention and

that the patent is entitled to a scope commensurate with its im-

portance.

Griffiths V. Robertson, Commissioner of Patents. Adequate

claims covering Griffiths' invention were refused by the Patent

Office, which failed to appreciate Griffiths' invention. Accordingly,

suit was brought against the Commissioner of Patents to compel

him to grant a proper patent. This suit was brought in the

Supreme Court of the District of Columbia under R. S. 4915, now

Title 35, U. S. Code, Sec. 63, and was tried before Judge Luhring.

The Bill of Complaint, the Answer, the Findings of Fact and Con-

clusions of Law and the Decree are in evidence in the case at bar,

being Plaintiff's Exhibits 51, 52, 53 and 54 (Exh. Bk. pp. 7-22).

They show that many of the patents relied on by the defendants

in the present case are the same as those which were relied upon by

the government in Griffiths V. Robertson. After trial in open

court, Judge Luhring made the following Findings of Fact:
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"8. That none of the patents cited by the Patent Office dis-

closes a composition of matter capable of use, without modifi-

cation amounting to complete reorganization, for the purposes

for which 'Plastic Wood' has been used; and that such modifi-

cations could not have been made without the exercise of the

inventive faculty.

9. That the Griffiths' composition sold under the name of

'Plastic Wood' has achieved a striking commercial success.

10. That Griffiths' composition sold under the name of

'Plastic Wood' has supplanted putty for many commercial and

domestic uses and has been used for many purposes for which

previously there was no suitable material.

11. That the composition of matter discovered by Griffiths,

to wit, a doughy, putty-like plastic comprising nitrocellulose

in a solution containing a volatile liquid and a finely divided

cellulose filler in such proportions as to harden upon mere ex-

posure to air to substantially the rigidity and solidity of wood,

was, before November 17, 1923, when Griffiths filed the appli-

cation here in issue, a new and useful discovery and was not

disclosed by any of the prior patents cited by the Patent Office.

12. That other persons, firms, and corporations have since

the filing of the Griffiths application, November 17, 1923,

placed upon the market imitations of and substitutes for the

Griffiths' composition of matter all of which contain the three

essential ingredients to wood: nitrocellulose, volatile solvent

and cellulose filler.

13. That the plaintiffs are entitled to claims broad enough to

prevent the manufacture of compositions of matter containing

only the three so-called essential ingredients.

14. That the claims allowed by the Patent Office are limited

to five ingredients and therefore do not adequately protect the

plaintiff, Griffiths' invention." (Exh. Bk. pp. 20-1.)

The patent was then granted in accordance with the decree of

the court.
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Boyle V. Sears Roebuck & Co. ; Boyle v. Western Auto Supply

Co. ; Boyle v. Sheffield and Boyle v. Yale Rose et al., doing busi-

ness as Yale Hardware Co. These were suits for infringement of

the Griffiths patent. In Boyle v. Sears Roebuck (District of Con-

necticut) a consent decree dismissing the bill without prejudice

was entered, but Sears Roebuck "paid us a sum based on the mer-

chandise they had sold" (Silbersack, Rec. p. 176) . The Western

Auto Supply Co. case (District of Connecticut) was also settled

by agreement of counsel and the defendant paid "about $700"

(Silbersack, Rec. p. 176) . In the Sheffield case (District of Ohio)

there was a consent decree ordering an injunction and the payment

of $200 as costs (Plff's. Exh. 55; Exh. Bk. p. 44). In the Yale

Hardware case (District of Connecticut) an injunction was granted

after a trial in open court. (See Plff's. Exh. 56; Exh. Bk. p. 47)

.

There was no written opinion in this case.

These cases show that the several infringers have acknowledged

their infringement and made settlements for past damages, except

in the case of Yale Hardware Co., which was enjoined after trial.

This recognition of the rights of the plaintiff in the Griffiths patent

is persuasive of its validity.

Boyle V. Harris-Thomas Company, 18 F. Supp. 177. This was a

suit for infringement of the Griffiths patent brought in the District

Court of Massachusetts. The case v/as tried after the present case

but was decided on February 8, 1937 before the decision of the

District Judge herein and is referred to in his opinion. In Boyle v.

Harris-Thomas, Judge McLellan wrote a careful, elaborate opinion

and held claims 5, 6, 8, 11, 13, 15, 16, 17 and 18 valid and infringed.

The record in that case covered all the issues raised in the present

case, but the defendant cited and relied on a number of prior art

patents and publications in addition to those relied on by the de-

fendants herein. After the decision, an appeal was taken but was

subsequently dropped by the defendant. Judge McLellan's opinion

is referred to hereinafter in connection with the discussion of the

prior art. The opinion which is printed in the Appendix to this

brief is persuasive of the correctness of appellee's position in the

present case.
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Many Infringers have Stopped Upon Notification. The Creo-

Dipt Co. was granted a Hcense to make the plastic composition

covered by the Griffiths patent and the company "paid us a back

royalty on the products they sold before they were granted a

license" (Silbersack, Rec. p. 173).

The following companies which were manufacturing products

believed by the plaintiff to be within the scope of the patent

immediately discontinued when the patent w^as issued and they

were notified of the claim of infringement

:

Arco Synthetic Wood, made by Arco. Handi Wood, made by

Creo-Dipt Co. Dandee Wood Putty, made by Dandee Mfg. Co,

Flexwood, made by General Paint Co. Patchwood, made by A. C.

Horn Co. Plastic Wood, made by Imperial Laboratories. Patch-

ing Wood, made by Janney-Sample Hill Co. Limber Wood, made

by Limber Products Co. Dum Dum, made by Miami Rubber Co.

Workable Wood, made by T. H. Nevins. Renew Wood, made by

Northern Hardware Co. Wood Paste, made by Oakley Paint

Manufacturing Co. Patching Wood, made by Tieman Stove &
Hardware Co. Tillette Canned Wood, made by Tillette Co.

Wood Plastic, made by Tinker Wood Works. Tremco Plastic

Lumber, made by Tremco Manufacturing Co. Patching Wood,

made by Shapleigh Hardware Co. Fixit Mending Wood, made by

Wallace Paint & Varnish Co. (Freeman & Gibson Corporation)

.

Magic Wood, which was sold by Woolworth Company (see Sil-

bersack, Rec. p. 173)

.

The record shows that upwards of twenty-five companies copied

the Griffiths composition and that most of these have subsequently

recognized the Griffiths patent. The defendants themselves have

also copied Griffiths' composition. Imitation is often the best evi-

dence of invention. We respectfully submit that the persistent

imitation of the Griffiths composition by the large number of com-

petitors, coupled with the fact that no composition of this kind

was on the market prior to the appearance of "Plastic Wood", is

almost conclusive proof of the novelty of the Griffiths invention.
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Imitation by Others is Persuasive Evidence of Invention.

This proposition is stated in Corpus Juris as follows

:

"The fact that a method or device has been copied or imi-

tated by others after its disclosure is admissible to show that

invention was involved in its production." 48 C. J. Patents,

Sec. 96.

In Bankers' Utilities Co., Inc. et al., v. Pacific Nat. Bank et al.,

18 F. (2d) 16, just quoted above, this Court said:

"In their position plaintiffs are fortified ... by the fact

that their device is a commercial success and has brought on

imitation.

In Brammer v. Schroeder, 106 F. 918, 926, the Circuit Court of

Appeals for the Eighth Circuit said

:

"The use of such a sliding cylinder to impart motion to the

shaft, in combination with the other parts of this machine

designated in the first claim of this patent was new in the

art; and the facts that its usefulness is not denied, and that

the appellant has seen fit to depart from the many devices

open to his use and to adopt that of appellee strongly indi-

cates that it marks a distinct and useful advance in the prog-

ress of this art."

See also:

Salt's Textile Mfg. Co. v. Tingue Mfg. Co., 227 Fed. 115

at 117 (District of Connecticut)

.

Kurtz v. Belle Hat Lining Co., 280 Fed. 277, 281 (C. C.

A. 2)

.

Sandusky v. Brooklyn Box Toe Co., 13 F. (2d) 238, 241,

(D. C. E. D. N. Y., Judge Inch)

.
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REPLY TO DEFENDANT-APPELLANT'S ARGUMENTS.

That the Claims Hchl to be Valid are Anticipated by

the Patents to Pierson and Oblasser

Exhs. A7 and AlO.

Defendants' argument on this point (see Appellant's brief, p. 13)

is in effect that since the Pierson and Oblasser patents give certain

formulae for the manufacture of plastic compositions and describe

the use of the same materials and since the Griffiths composition

lies within the two extremes of the ranges of amounts of materials

given by the patentees, a person skilled in the art can make th'e

Griffiths composition by following the teaching of either of these

two patents.

This argument is fallacious because it assumes that a person

skilled in the art would know that by putting together nitrocello-

lose, volatile solvent and wood flour, he could make putty which on

hardening would become essentially a grainless wood. The

Griffiths invention lay primarily in his conception that such a

material could be made. Appellant's argument assumes a knowl-

edge of Griffiths' concept. Given that conception, it is, of course,

easy to discover in the prior art ways of making it. To be an

anticipation, a prior art patent must not only describe the materials

and proportions which will produce Griffiths' composition but

also inform the public that a putty can be made from them which

on mere exposure to the air will become a grainless wood. No prior

patent does this.

The Pierson Patent No. 65,267, May 28, 1867,

Exhibit Book, page 71.

This patent is defendants' chief reliance. Defendants' expert

Roller said "I think the Pierson patent is the best one" (Rec. p.

247).

The Pierson patent was granted 69 years ago. It describes the

manufacture of nitrocellulose and refers to it throughout as "my

plastic" (p. 71, column 2, line 6) . In the Pierson patent plastic is

synonymous with nitrocellulose. Pierson mixes his "plastic" with

all sorts of materials to produce four classes of compounds which he
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refers to as varieties. Variety 4 includes several sub-varieties of

which defendants rely on the sub-variety which is described in the

second full paragraph of the first column of page 3 of the patent

(Exh. Bk. p. 72) . The entire description relied upon by the de-

fendants is as follows:

"In carbons, &c, take plastic, one part; alcohol four, ether,

four; charcoal powder, one to sixteen. Lamp black, or plum-

bago may be substituted for the charcoal, sawdust, straw, or

any vegetable powder or fiber may also be substituted for the

charcoal, and oil may often be added to advantage, useful for

statuary and moldings, and some forms for paints, and some

for marking-pencils, and for other purposes."

This paragraph describes a material made from "plastic" (nitro-

cellulose) , alcohol, ether and charcoal powder and suggests that

sawdust or any vegetable powder or fiber may be substituted for the

charcoal. The charcoal powder, sawdust or vegetable powder is

the filler. As shown by the calculations in appellant's brief, page

16, this paragraph of the Pierson patent describes a material in

which the filler varies from 10 to 64% of the whole but the patent

gives no proportions to produce any particular compound. In

other words, the patent says that a composition may be made by

using from 10 to 64% of filler but it does not tell what the com-

position will be like when any particular percentage is employed.

If one part of filler is used, i. e., ten percent, the resulting product

is "quite fluid" (Rec. p. 254) , while if 16 parts of filler are used,

i. e., sixty-four percent, a dry mass is produced (Rec. p. 259)

.

The exact proportions to be used to produce a particular product

or consistency can be discovered only by a series of experiments

conducted for the purpose of arriving at a particular result which

must be definitely in the mind of the experimenter before begin-

ning his work. The patent contains nothing to suggest to the

experimenter the end to be sought.

Consequently, the Pierson patent fails to give any hint of the

real invention made by Grififiths, much less a clear, full and accu-

rate description of the Griffiths invention.

Defendants argue that because the patent in suit refers to the

plastic composition as being suitable for molding and because the
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paragraph from the Pierson patent, on which the defendants rely,

states that the mixture is "useful for statuary and moldings", they

are justified in arguing that the Pierson patent discloses Griffiths'

patented invention. This argument overlooks two essential facts,

first, that the paragraph in question also describes the mixture as

being useful "for paints and some for marking-pencils and for other

purposes" and fails to point out what proportion of filler is neces-

sary for paint, what for statuary, and what for marking-pencils;

and second, because the entire argument assumes the knowledge of

Griffiths' inventive concept which must form the basis for the deter-

mination of the proper proportion of filler to be used.

The Pierson Patent Fails to Disclose Griffiths' Funda-

mental Concept.

As already stated Griffiths' fundamental concept was of a

doughy putty-like material which could be handled like putty and

which, on hardening by mere exposure to the air, would become

practically a grainless wood. Griffiths pictured such a material

and that it could be made from wood flour held together by nitro-

cellulose. He was the first to conceive the possibility of making a

putty which would turn into a grainless wood and of making it

from these well-known materials.

Pierson had no such idea. He had in mind many new products

such as cotton batting soaked in nitrocellulose, coatings for fabrics,

and cordage, paints and lacquers, waterproofing materials, coatings

for wood, brick and iron, calcareous compounds, roofing paints,

statuary, stucco, adhesive plaster, varnishes for papers, etc. etc.

However, in spite of the great number of things of which he

thought, he did not think of making a mixture which would pro-

duce a grainless wood nor does he give a specific formula which

when followed will produce such a material. The patent is totally

silent as to Griffiths' invention. It is not possible to find in the

Pierson patent an approximation of it, even when the patent is

read with the knowledge of the Griffiths invention.

We respectfully submit that the defendants rely on ex post facto

wisdom when they argue that the Pierson patent contains a dis-

closure of the invention.
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Even if One Starts with Griffiths' Fundamental Con-

cept It Requires Experimentation to Make a Material

Comparable to the Griffiths Composition from the

Ingredients Mentioned in the Pierson Patent.

This was proved both by defendants' expert, Roller, and by Mr.

Webb, President of Webb Products Company, Under direction of

Mr. Miller, defendants' counsel, Webb and Roller made a series of

specimens which are said to be in accordance with Variety 4c of

the Pierson patent, and were intended to reproduce "Plastic Wood"
(Roller Rec. pp. 247-8, and Webb Rec. pp. 298-299). Roller

said he started "assujning that I knew what Plastic Wood is" (Rec.

p. 248) , that he chose the amounts and proportions "with the in-

tention of getting something which would be a plastic material"

(Rec. p. 256) and that he was "trying to produce a putty-like

material" (Rec. p. 260) . Even starting with this intention, much

experimenting was required, as will be pointed out.

It is unnecessary to discuss each of the experiments which Webb
and Roller made. They used two kinds of nitrocellulose (Rec. p.

256) and made six combinations with charcoal (Rec. p. 257) , six

more with sawdust (Rec. p. 257) and other mixtures containing

small percentages of rosin, and small percentages of rosin and oil

(Rec. p. 258) . Roller admitted that he and Webb made at least

nineteen or twenty and they appear to have made thirty or forty

different mixtures in the course of their experiments with the Pierson

patent (Rec. pp. 258-9) . They appear to have made many which

were not produced. What these were or why they were not pro-

duced, we do not know.

That experts hke Roller and Webb should think it neces-

sary to make so many examples said to be in accordance with

the Pierson patent even when they started with the knowl-

edge of the Griffiths patent and "Plastic Wood" proves that

Pierson's directions are not sufficient to enable a mechanic to

produce a material comparable to the Griffiths composition

without experimentation.

That the description of a prior patent must be sufficiently clear,

complete and explicit to enable a mechanic to reproduce the inven-
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tion without experimentation, see the cases on the pages of this

brief following the discussion of the prior art.

Summary as to the Pierson Patent.

Therefore as to this patent, we submit

:

(1) That it fails to teach the possibility of a grainless wood.

(2) That it gives no formula or directions by which such a mate-

rial can be made.

(3) That even within the range of proportions given by Pierson

in the part of the patent relied upon by the appellant, the material

of the Pierson patent can be produced by a person skilled in the art

only after a series of experiments.

Accordingly we respectfully submit that the Pierson patent failed

altogether to teach the public how to make Grif!iths' grainless wood

and, therefore, does not anticipate the claims of the patent in suit.

Oblasser British Patent No. 19,242 of 1892

(Exh. Bk. page 79).

The Oblasser patent likewise fails to disclose either Griffiths'

fundamental concept of a doughy putty-like mass composed of

nitrocellulose, volatile solvent and cellulose filler (wood flour)

which on exposure to the air will dry to substantially the solidity

and rigidity of wood, but also it fails to give any instructions or

description which would inevitably result in the production of such

a product. The patent gives no proportions whatever. The patent

describes, first, a coating like a paint, and then suggests that this

coating can be mixed with certain substances to produce "an ag-

glomerate". The deficiencies of the Oblasser patent as an anticipa-

tion of the Griffiths invention are best pointed out by plaintiff's

expert, Dr. Esselen, as follows

:

"Now, the second feature of that Oblasser patent is an

agglomerate, which is made by mixing this coating liquid with

a filler. The purpose of the agglomerate as described in the

patent, is to make battery boxes directly from this by moulding.

Now, if you are going to make an article like a batter>'- box

which is open only on one end or one side, it is obvious that
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you cannot use a mixture for that purpose which has an appre-

ciable amount of volatile solvent left in it. When it refers to

making battery boxes by moulding, it must necessarily refer

to the mechanical operation of moulding under pressure, prob-

ably also with the aid of heat, because if one were to rely on

shaping the box first and then allowing it to set up by the evap-

oration of the volatile solvent, there would necessarily be warp-

age during the drying, for the simple reason that the volatile

solvent would dry out much more freely from the outside of

the box than it would in the inside space, in the inside of the

box, and that would necessarily result in warping. Therefore,

what is described here must be a very stiff mixture which is

moulded by mechanical processes under heat and pressure.

The third feature of the Oblasser patent is simply a cover

for battery boxes, which cover is made, essentially, of a piece

of transparent celluloid." (Esselen, Rec. p. 310.)

The Oblasser patent, therefore, fails as an anticipation of the

claims in the patent in suit. First, because Oblasser did not have

Griffiths' fundamental conception of a grainless wood, and second,

because he did not describe ingredients and proportions which would

produce such a material.

A Long Time Has Elapsed Since the Pierson and

Oblasser Patents Were Granted.

The Pierson patent was granted in 1867, seventy-one years ago

and the Oblasser patent was granted in 1892, forty-six years ago.

Nevertheless, during the period which elapsed between the dates of

these patents and the date of Griffiths' invention the world went

without "Plastic Wood". Carpenters continued to use lead putty,

to put in wood-inlays and to use roundabout methods of repair

which have been largely done away with by Griffiths' invention. It

Pierson's and Oblasser's patents had taught the world what defend-

ants' counsel say they do, the world would not have, waited fifty

years for "Plastic Wood". We respectfully submit that the lapse

of time since the Pierson and Oblasser patents were granted is the

strongest possible proof that they do not disclose Griffiths' invention.
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REPLY TO DEFENDANTS' THIRD POINT, NAMELY,
THAT THE CLAIMS OF THE GRIFFITHS PATENT
FAIL TO DEFINE ANY INVENTION OVER THE

STATE OF THE ART.

Defendants' argument on this point is, in effect, that the patent

to Pierson, Exh. Bk., page 71, discloses a wide range of propor-

tions from which Griffiths merely made a specific selection within

the range and that this did not amount to invention in view of

certain other prior art patents. All but two of these patents were

fully considered by the Patent Office and by the Supreme Court of

the District of Columbia in Griffiths v. Robertson, Commissioner of

Patents, supra. These prior art patents are:

The Merrick patent No. 1,203,229 (Exh. Bk. p. 73) . The Mer-

rick patent describes a filler for shoe bottoms, comprising a mixture

of pyroxylin in solution, and "ground cork, and asbestos fiber or

other fibrous material". (See p. 1, lines 50-54.) No proportions of

the ingredients are given. The teaching of the patent is summed up

in the claim as follows

:

"The improved plastic adhesive composition of matter for

use as a filler for shoe bottoms comprising an admixture of

pyroxylin in solution, cork in a finely divided state, and sub-

divided fibrous material."

The purpose of a shoe filler is to fill up the space in a welt shoe

between the insole and the outsole, this space being about the thick-

ness of the welt. Since the shoe must bend freely in walking, the

filler must have the same flexibility as the leather outsole. If it

were stiff, the shoe would be useless. The material must also re-

main flexible throughout the life of the shoe, and must not shift in

the shoe nor be squeezed from one position to another nor form

bunches or lumps under the wearer's foot. (See the specification,

line 170 and following.) To prevent bunching of the filler, Merrick

includes fibrous material as well as ground cork. (See specification,

lines 52-54, and the claim.) The fibrous material is necessary to

keep "the layer of composition from altering its position under the

pressure of the weight of the wearer of the shoe" (lines 69-73)

.
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Merrick, therefore, describes a material which is not in the least

wood-like since it is freely flexible like leather and must contain

fibrous material so that it will not shift its position in the shoe.

This is altogether different from Griffiths' rigid solid grainless wood.

Defendants' witness, Webb, made up a specimen (Defendants'

Exh. A-54) which he says is made in accordance with the Merrick

patent.

However, he did not follow the teaching of the Merrick patent,

because he used ground asbestos which is a powder instead of asbes-

tos fiber which the patent calls for. He used no fibrous material

such as "leather, paper pulp and the like". Furthermore, Webb's

specimen (Exh. A-54) is as hard and rigid as a piece of wood and

is not flexible as called for by the Merrick patent. It is evident that

Webb deliberately set out to make the Griffiths composition, not

Merrick's; that he chose ingredients and proportions to suit his

own purposes, and did not follow the teaching of the Merrick pat-

ent. Plaintiff's expert, Esselen, pointed out that the Merrick patent

calls for a material which is permanently flexible and soft to the

foot, rather than one which is hard, unyielding and rigid. (See Rec.

pp. 308-9.)

The Merrick patent was fully considered by the Supreme Court

of the District of Columbia in Griffiths v. Robertson. Judge

Luhring found

:

"Paragraph 4. That the patent to Merrick No. 1,203,229,

Oct. 31, 1916 (Exh. D) , described a filler for shoe bottoms

which is when dried a soft pliable, rubbery, flexible, fibrous

material and does not on mere exposure to the air harden to

substantially the rigidity and solidity of wood." (Exh. Bk. p.

19.)

To sum up as to the Merrick patent, it teaches nothing compar-

able to Griffiths' plastic composition.

Black No. 1,294,355 (Exh. Bk. p. 91), describes a material for

use as a dental filling. It contains such materials as nitrocellulose,

silica, gum amber, acetone and chloroform. It contains no vege-

table filler such as wood flour. A tooth filling is necessarily a hard

bone-like substance entirely different from Griffiths' grainless wood.
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The Black patent is too remote to have contributed anything which

would have enabled the public to make Griffiths' plastic composi-

tion.

As to this patent, Judge Luhring said

:

"5. That the patent to Black 1,294,355, February 11, 1919

(Exhibit E) described a dental filling bearing no resemblance

to the composition of matter sought to be covered by the claims

prayed for in the Bill of Complaint." (Exh. Bk. p. 19.)

Eckstein No. 458,157, August 25, 1891 (Exh. Bk. p. 93) . The

Eckstem patent discloses a solution of collodion, castor oil, resin,

gum and pigment, such as zinc white. The material is intended

for collars, cuffs and shirt bosoms. At best this is merely a white

celluloid. The patent does not describe or suggest the Griffiths

composition. This patent was cited by the Examiner in the first

Office action (see file wrapper Griffiths patent, Defendants' Exh.

A-5, paper No. 2, letter of July 11, 1924) , but was never referred

to again. The Eckstein patent is dated August 25, 1891. Conse-

quently, for twenty-five years it failed to teach the public how to

make the Griffiths composition!

Hyatt & Blake No. 89,582, May 4, 1869 (Exh. Bk. p. 115).

This patent describes mixing a solution of gun cotton, alcohol

and ether with ivory dust and then molding it under heat and

pressure, the pressure being about 10,000 pounds to the square

inch. Hyatt & Blake's composition is a hot molding composition

intended to produce artificial ivory. This patent does not suggest

Griffiths' doughy putty-like mass which turns to grainless wood on

mere exposure to the air. Defendants argue that because Hyatt &
Blake used an animal powder (ivory dust) and Griffiths in his lab-

oratory notes disclosed the use of leather chips, there is a similarity

between the two compositions. The argument is worthless because

the Griffiths patent as filed covered only a grainless wood, while the

Hyatt & Blake patent teaches only how to make nothing but a hard,

dense, hot molding substance like artificial ivory. What Griffiths

may have had in his mind when he made his invention is now' of

no importance. We also call attention to the fact that the Hyatt

& Blake patent was granted more than fifty years before Griffiths



36

made his invention. The patent was not referred to or relied on

at the trial of this case. Defendants' present argument is an after-

thought.

As to the Hyatt & Blake patent, Judge Luhring in Griffiths-Rob-

ertson, said

:

"2. That the patent to Hyatt & Blake No. 89582, May 4,

1869, (Exhibit A) described a molding compound which re-

quires heat and heavy pressure to solidify it and is not, before

molding, a doughy-plastic mass capable of being handled and

used like putty nor of drying by mere exposure to the air to

substantially the rigidity and solidity of wood." (Exh. Bk.

p. 19.)

Bulling and Rees, British Patent No. 169,177* (Exh. Bk. p. 130)

.

This patent merely describes the manufacture of a sealing wax based

on a solution of celluloid to which calcium chloride, plaster of paris,

and coloring matter are added. The patent is too remote to require

any discussion. See also Judge Luhring's Finding of Facts as

follows

:

"7. That the British patent to Bulling and Rees No. 169,-

177, accepted December 18, 1922 (Exhibit H) is for an im-

provement in sealing wax substitutes; that it contains mineral

fillers and no cellulose filler; that the final compound being

hydroscopic, is totally unsuitable for any uses of a wood base

putty; that said material is stonelike and has none of the

characteristics of wood." (Exh. Bk. p. 20.)

Parks, British Patent 1614 of 1868 (Exh. Bk. p. 139) . This

patent merely shows that it was old to make articles like billiard

balls by moulding them from a mixture of pyroxylin, starch, ground

cork, etc. etc.

* This patent was not relied on at the trial. It was not "complete

accepted" until Dec. 18, 1922 and not printed until 1923, which dates

are less than two years before the date of application, Nov. 17, 1923, of

the patent in suit, and therefore cannot be relied on as proof of anticipa-

tion.
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CITATION OF CASES RELATING TO THE PRIOR ART.

1. Prior Art Patents or PuhlicationB to be Effective

as Anticipations of a Patent Must Disclose the

Invention in Such Full, Clear and Exact Terms
as Will Enable a Person Skilled in the Art to

Employ It.

The prior art which the defendants have introduced in this case

fails to disclose ( 1 ) Griffiths' concept of a grainless wood produced

from a putty-Uke material merely by drying, and (2) any exact com-

position of ingredients which would produce such a result. It is

only by inference and argument, by piecing together parts of pat-

ents, and particularly by assuming knowledge of Griffiths' funda-

mental concept, that defendants can approach finding an anticipa-

tion in the group of old patents upon which they rely. No patent

has been cited which gives Griffiths' concept, nor the ingredients

and proportions which would produce Griffiths' plastic composition.

No patent describes the invention, much less, describes it in such

full, clear and exact terms as would enable a person skilled in the art

to practice it without resort to experimentation.

In Carson v. American Smelting & Refining Co., 4 F. (2d) 463-5,

this Court said

:

"A foreign patent is to be measured as anticipatory, not by

what might have been made out of it, but by what is clearly and

definitely expressed in it. An American patent is not antici-

pated by a prior foreign patent, unless the latter exhibits the

invention in such full, clear and exact terms as to enable any

person skilled in the art to practice it without the necessity of

making experiments."

Although the Court was speaking of a foreign patent which it held

to be deficient as an anticipation its statement applies with equal

force to United States patents.

In Seymour v. Osborne, 78 U. S. 516-555, the Supreme Court of

the United States (Mr. Justice Clifford) said:

"Patented inventions cannot be superseded by the mere

introduction of a foreign publication of the kind, though of
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prior date, unless the description and drawings contain and

exhibit a substantial representation of the patented improve-

ment, in such full, clear and exact terms as to enable any person

skilled in the art or science to which it appertains, to make,

construct, and practice the invention to the same practical

extent as they would be enabled to do if the information was

derived from a prior patent. Mere vague and general repre-

sentations will not support such a defence, as the knowledge

supposed to be derived from the publication must be sufficient

to enable those skilled in the art or science to understand the

nature and operation of the invention, and to carry it into

practical use. Whatever may be the particular circumstances

under which the publication takes place, the account published,

to be of any effect to support such a defence, must be an

account of a complete and operative invention capable of being

put into practical operation."

See also :

Young Radiator Co. v. Modine Mfg. Co., 55 F. (2d) 545

547 (C. C. A. 7th)

.

Cohn V. United States Corset Co., 93 U. S. 367-379.

Trussell Mfg. Co. v. Wilson-Jones Co. (C. C. A. 2, 1931)

,

50 F. (2d) 1027, 1030.

2. A Prior Publication is Not Sufficient As An Antici-

pation if Experimentation is Required to Make
the Invention Available For Use.

This proposition is a corollary of the previous proposition that

a prior art patent must disclose the invention in such full, clear and

exact terms as will enable a person skilled in the art to employ it.

In the cases on this subject the above statement is often coupled

with the statement "without the necessity of making experiments".

See Carson v. American Smelting & Refining Co., supra.

In /. A. Mohr & Son v. Alliance Securities Co., 14 F. (2d) 799,

C. C. A. 9, Gilbert, Circuit Judge, said (p. 800) :

"It is to be borne in mind that the prior art here relied upon

consists entirely of patents, and that when it is sought by
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means of prior patents to ascertain the state of the art, 'nothing

can be used except what is disclosed on the face of those pat-

ents. They cannot be reconstructed in the light of the inven-

tion in suit, and then used as a part of the prior art'. Naylor

V. Alsop Process Co., 168 F. 911, 94 C. C. A. 315; Frey v. Mar-

vel Auto Supply Co., 236 F. 918, 160, C. C. A. 178."

In Hoskins Mfg. Co. v. General Electric Co., 212 Fed. 422 (D. C.

N. D. 111., Judge Sanborn) , the Court said (p. 429) :

"The Prior Art. Legal rules on the question of anticipation

are that 'anticipating patents and publications must disclose

the invention without patentable change or alteration to make

them anticipatory'. Goodwin Film & Camera Co. v. Eastman

Kodak Co. (Aug. 14, 1913; W. D. N. Y.) 207 Fed. 351, citing

Waterbury Buckle Co. v. Aston, 183 Fed. 120, 105 C. C. A.

410. As plaintiff's counsel expresses it, the reference

—

'must be so clear and definite to enable any mechanic skilled

in the art to reach the patented invention certainly, directly,

and without the necessity of any experiment, and this rule is

enforced with peculiar strictness when the alleged disclosure

is found in a foreign patent or publication'.

Badische Anilin & Soda Fabrik V. Kalle, 104 Fed. 802, 44 C. S.

A. 201 ; Hogan v. Specialty Co., (C. C.) 163 Fed. 289; Hopkins

on Patents, 261; Macomber's Fixed Law of Patents (2d. Ed.)

Sec. 85."

This case was affirmed by the Circuit Court of Appeals for the

Seventh Circuit in 224 Fed. 464. In their decision the Circuit

Court of Appeals made the following statement which is directly

applicable to the case at bar (p. 471) :

"It was an inventive act on Marsh's part to extricate this

most valuable material from the vague generalities and specu-

lative statements of Placet, and place it among the instrumen-

talities of science as an electrical resistance element."

Earlier in the opinion the Court also said (p. 470) :

"For 11 years this device of Marsh lay hidden as a gem in its
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Placet matrix. There it might yet be lying had not Marsh

found it and made it public. Certainly it never occurred to

Placet that this chromium-nickel alloy would produce a rival

to platinum as a resistance element at a cost and under condi-

tions which made it an available article of commerce."

Goodwin Film & Camera Co. V. Eastman Kodak Co., 207 Fed.

351, is also interesting because in that case the Court hesitated to

consider tests, such as those made by Webb and Roller in the present

case, on the ground that the anticipating patent must speak for

itself and that such tests and experiments went outside the disclosure

of the anticipating patent. The Court said (p. 360) :

"The rule is that anticipating patents and publications must

disclose the invention without patentable change or alteration

to make them anticipatory. Waterbury Buckle Co. v. Aston,

183 Fed. 120, 105 C. C. A. 410. If the anticipatory matter

relied upon was capable of producing a satisfactory support for

the film, the evidence relating thereto is not sufficiently persua-

sive of the fact. In the light of the invention in suit and subse-

quent developments in the film-making art, it is not improb-

able that the earlier processes might now be quite easily altered

to attain the Goodwin result, and because of such probability

this court is reluctant to give weight to the test films made by

Prof. Main since this action was brought in support of the

assertion that the prior art described a process for successfully

making films of the Goodwin type."

3. The Fact that a Long Time Has Elapsed Since the

Prior Art Patent is Often Conclusive Evidence that

the Prior Art Patent Did Not Disclose

the Invention.

As has already been pointed out, defendants in this case rely for

anticipation chiefly on patents which were taken out from twenty

to fifty years before Griffiths made his invention. This fact estab-

lishes that these patents did not disclose the invention and, there-

fore, that the public had no prior knowledge of Griffiths' composi-

tion.
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In Kings County Raisin & Fruit Co. v. United States Consoli-

dated Seeded Raisin Co., 182 F. 59-62, Oct. 3, 1910. this Court

(Judge Gilbert) referring to a prior art patent said:

"A third of a century passed between the date of that patent

and the date of the Pettit patent, and in that time the evidence

is conclusive that raisin seeding was done by hand, and that

seeding by machinery was an unknown art."

In Young Radiator Company v. Modine Mjg. Co., 55 F. (2d)

545, C. C. A. 7, Dec. 28, 1931, the Circuit Court of Appeals for the

Seventh Circuit said

:

"Whatever may be said of the simplicity of appellee's device

and the readiness with which a mechanic might anticipate such

use of the old elements involved, the fact remains that for

more than half a century no mechanic, so far as the record

shows, had ever suggested such use. We are convinced there-

fore that the patent is valid."

In Wellman-Seaver-Morgan Co. v. William Cramp & Sons Ship

& Engine Bldg. Co., 3 F. (2d) 531, 532, January 15. 1925, the Cir-

cuit Court of Appeals for the Sixth Circuit (Judges Denison, Mack

and Donahue) said:

"If earlier patents show a close analogy with differences

which, according to our present light, hardly seem material,

and yet it appears that such a patent, or a succession of them,

never found any commercial favor, this fact has evidential

force to indicate that the differences are more important than

they seem, and that the relatively slight later changes and

adaptation to a different demand have a valid claim to inven-

tive character."

In American Stainless Steel Co. v. Ludlam Steel Co., 290 Fed. 103

at 105-6, April 16, 1923, the Circuit Court of Appeals for the

Second Circuit, Judge Hough, made the following statement, which

is strikingly apposite to the case at bar:

"This record is replete with accounts of speculations on this

subject and dissertations thereon by men confessedly skillful
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in their day in the arts of steel making and metallurgy. These

publications have been advanced by defendant to minimize

the inventive concept of Haynes and Brearley. To us they

magnify it. There are many inventions which seem to have

been gathered, as it were, from the scrap heaps of human effort.

They appear to observers as the results of accident, rather than

intelligent design. But where men, doubtless well equipped

for a particular sort of work, have hoped and investigated and

even prophesied as to what could be done, but never did it,

and other men similarly equipped have by intensive study and

skillful experiment succeeded, such success commands and

should receive a greater meed of intellectual appreciation than

is accorded even to the cleverness of picking up and utilizing

an unconsidered or discarded trifle. When to the scientific

triumph of succeeding where other scientists have failed is

added the development of a new branch of industry, the word

'pioneer' may well be accorded to the patent which describes

and defines, even though lamely, the essentials of such success."

See, also, Carson v. American Smelting & Refining Co., 4 F. (2d)

463, 465, and the discussion of the prior Siemens patent.

In the case at bar defendants' counsel have cited a number of

publications and patents "to minimize the inventive concept" of

Griffiths. "To us they magnify it." They bring into sharp relief

the fact that none of these prior writers and patentees, brilliant

though they were, and valuable as are the contributions which some

of them have made, had the remotest conception of a grainless artifi-

cial wood.

Nothing which they did would ever have given to the carpenter

his new tool.

4. The Defendants Rely on Ex Post Facto Wisdom to

Build up an Anticipation.

From the several prior art patents referred to in detail above,

defendants in their brief (p. 32) argue that it was customary to mix

a finely divided filler into a solution of nitrocellulose and that "the

nature of the resulting product desired determines what filler to
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use". This argument is based on the fallacy which permeates de-

fendants' brief throughout, viz.,—that any one who wanted to make

the Griffiths composition could have found out how to do so by

examining the patents cited, thus assuming a knowledge of Griffiths'

concept which did not exist prior to the date of Griffiths' invention.

Defendants' witness Roller fell into the same mistake when he said

:

"... assuming that I knew what Plastic Wood is, ... I would

proceed to make up my mixture as he directs in there." (Rec. p.

284.) The defendants therefore rely on ex post facto wisdom to

build up an anticipation. This is the very error which the Supreme

Court of the United States has frequently condemned. In Diamond

Rubber Co. v. Consolidated Rubber Tire Co., 220 U. S. 428, the

Supreme Court of the United States (Mr. Justice McKennaj said

(pp. 434-5)

:

"Knowledge after the event is always easy and problems once

solved present no difficulties, indeed, may be represented as

never having had any, and expert witnesses brought forward to

show that the new thing which seemed to have eluded the

search of the world was always ready at hand and easy to be

seen by a merely skillful attention. But the law has other

tests of the invention than subtle conjectures of what might

have been seen and yet was not."

In General Electric Co. v. P. R. Mallory Company, 294 F. 562,

564, Judge Mayer of the Second Circuit said:

"The defenses in the case at bar might be called synthetic

defenses. Once an invention is disclosed to the world,

skilled men can show how, if somebody previously had done

this or that, the inventive result would have happened, and

the device of the patent could have been built up. But the

answer usually is that the prior art shows that the skilled

men did not conquer the 'ifs'."

In Proctor & Gamble Co. v. Berlin Mills Co., 256 F. 23 at 26,

C. C. A. 2, Hough, C. J., said:

"When novelty in that sense appears the question really

is one of measuring foresight by hindsight. The problem
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seems easy now, but when the object reached was desirable,

useful, and apt for commercial success, the bald fact that no-

body ever did it before is persuasive, though not conclusive,

evidence of some invention. Burchenal's imitation lard has

these attributes, and we consider it a sufficient answer, to the

statement that any oil chemist could have done the thing, to

note that no oil chemist did do it during the more than score

of years prior to Burchenal's application when cotton seed oil

(especially) as an abundant American product was endeavor-

ing to supplant lard in the American market,"

See also

:

General Electric Co. v. Alexander, 277 Fed. 290, 300 (So.

Dist. of N. Y.)

.

Root Refining Co. v. Universal Oil Products Co., 78 F.

(2d) 991,995 (CCA. 3).

Gulj Smokeless Coal Co. v. Sutton, Steele & Steele, 35 F.

(2d) 433, 436 (C C A. 4)

.

Expanded Metal Co. v. Bradford, 214 U. S. 366, 381 (C
CA.3).

Gottschalk Mfg. Co. v. Springfield Wire & Tinsel Co., 74

F. (2d) 583,586 (CCA. 1).

Westinghouse Elec. & Mfg. Co. V. Wadsworth Elec. &
Mfg. Co., 36 Fed. (2d) 319, 321 (C C A. 6)

.

REPLY TO DEFENDANTS' ARGUMENT THAT
CLAIMS 5, 8, 13, 16 AND 17 ARE TOO BROAD,

VAGUE, FUNCTIONAL AND INDEFINITE TO
BE VALID.

Defendant argues (Brief, pp. 7-13) that claims 5, 8, 13, 16

and 17 are too broad, vague, functional and indefinite to be valid

and bases this argument on the assertion that the patent contains

no definition of "doughy or putty-like" and does not state the

proportions of the composition requisite to enable it to "harden

upon mere exposure to air to substantially the rigidity and solidity

of wood".

The statutory provision requiring that the claims of a patent
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must be definite has for its sole purpose to inform the public of the

limits of the monopoly granted by the patent. If the claims of a

patent inform the public of these limits, the reason for the rule is

fully satisfied and the claims are not subject to criticism on this

ground. In the case at bar, the claims mark out the boundaries of

the patentee's monopoly with all the definiteness which even the

most meticulous can require.

The Griffiths patent in suit contains five formulae, one of which

gives the general limits which are recommended, another of which

gives the preferred form which is practically identical with the

material now put on the market by the plaintiff under the name

"Plastic Wood", while the other three formulae are alternative com-

positions. The patentee describes exactly each material which

enters into his composition. The claims in question specify the

three essential materials (nitrocellulose, volatile solvent and finely

divided cellulose filler) , the condition of the mixture before using,

and the condition after hardening, and, further, that the hardening

results from mere exposure to air. A person who reads the specifica-

tion and then reads the claims knows exactly what the patent covers.

Not only can he make the Griffiths composition without further

information but he can tell whether a given composition which he

has made is within the terms of these claims.

Furthermore the phrases "doughy, putty-like" and "having the

rigidity and solidity of wood" are not, as defendants assume, func-

tional phrases. They describe definite physical characteristics of

the composition both before and after hardening. They are as defi-

nite as if the patent had said that the mixture must have a certain

viscosity before and a certain specific gravity after hardening. Had
phrases like "viscosity" or "specific gravity" been used, the claims

would not have been criticized as functional or indefinite. Homely

terms understood by everyone may define an invention just as

accurately as scientific terms.
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The Decision in General Electric Company v. Wabash
Appliance Company, 37 USPQ 466. 304 U. S. 364;

82 L. Ed. 912.

Defendants rely upon the recent decision of the Supreme Court

to support their position that the claims of the Grififiths patent are

indefinite and functional. Even though, as already pointed out, it

is apparent that the claims of the patent in suit are definite and are

not functional, a word as to the limits of the decision of the Supreme

Court in General Electric v. Wabash may be desirable.

In the General Electric case the patented tungsten filament was

described only as composed of "large grains of such size and con-

tour as to prevent substantial sagging and offsetting". Previous

filaments had also been composed of large regular grains. Neither

the specification nor the claims contained any description of any

variation in structure or quality of the large grains which prevented

sagging or offsetting. The public, therefore, was left wholly in the

dark as to how to make a filament composed of large grains which

would not sag or offset, and, therefore, as to the precise limits of the

claims. Pacz attemped to claim any and all large grain structures

which prevented two known defects, without claiming or even dis-

closing any way in which the result could be accomplished.

In the General Electric case, the functional statement that the

large grains would not offset or sag was the only thing which dis-

tinguished Pacz's improvement from the prior art.

But even under these conditions the Supreme Court said

:

"A limited use of terms of effect or result, which accurately

define the essential qualities of a product to one skilled in the

art, may in some instances be permissible and even desirable,

but a characteristic essential to novelty may not be disting-

uished from the old art solely by its tendency to remedy the

problems in the art met by the patent. And we may doubt

whether the language used in Claim 25, taken by itself, con-

veyed definite meaning to those skilled in the art of incandes-

cent lighting," (Page 469.)



47

In the present case

(1) As already p>ointed out, the term "doughy and putty-Hke"

and the phrase "to harden upon mere exposure to the air to sub-

stantially the solidity and rigidity of wood" are as simple and

understandable as can well be conceived. Any person, whether

skilled in the art or not, will understand instantly what is meant

by these terms. Technical terms or verbose explanations could not

describe the condition of the plastic before and after hardening more

accurately.

(2) Griffiths specification sets forth the specific proportions of

the ingredients required in exact formulae. This was not true of

Pacz. Thus Mr. Justice Reed said

:

"Assuming that in a proper case a claim may be upheld by

reference to the descriptive part of the specification in order

to give definite content to elements stated in the claim in broad

or functional terms, the specification of the Pacz patent does

not attempt in any way to describe the filament, except by

mention of its coarse-grained quality. Even assuming that

definiteness may be imparted to the product claim by that part

of the specification which purportedly details only a method of

making the product, the description of the Pacz process is

likewise silent as to the nature of the filament product."

(3) The statement of proportion is not the "characteristic essen-

tial to novelty", but incidental to that characteristic. Here Griffiths

specifies the actual ingredients, nitrocellulose, solvent and wood filler

and that the mixture of these ingredients shall have the properties

of being doughy or putty-like before exposure to air, and of

hardening into a grainless wood after exposure to air. This whole

combination of ingredients and characteristics was novel. There-

fore, the rule of the General Electric case, that where an improve-

ment over the prior art differs from the prior art only by the inclu-

sion of one novel element the claims must define that element in

terms of its structure, rather than its purpose, does not apply.

(4) The Griffiths invention is not a narrow^ improvement over the

prior art; the claims do not define the "novel characteristic" by its

"tendency to remedy the problems in the art".
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(5) A patent is addressed to the man skilled in the art. The man

skilled in the art can tell from the Griffiths' claims what proportions

of nitrocellulose, solvent and filler are needed to give the doughy,

putty-like characteristics to the composition, and which will harden

into the solidity of wood upon mere exposure to the air.

It must be obvious also that the requirement for defining an in-

vention does not require a statement of exact percentages as de-

fendants argue. Once an inventor of a new composition has shown

in his disclosure how his new composition can be made, it will at

once become clear to others familiar with the art that many different

proportions can be used, with varying and useful results in the final

product. The patentee is entitled to claims which, while defining

the invention accurately, will protect it adequately. The rule for

which defendants argue would limit the patentee to something

less than his invention and permit imitators to profit by the pat-

entee's discovery, and shield himself behind a purposeless rule of

interpretation.

It is respectfully urged that the rule of General Electric Co. v.

Wabash Corp. does not apply and that the limitation in claims 5,

8, 13, 16 and 17 state the patentee's invention in terms easily under-

stood and mark out the boundaries of plaintiff's monopoly unmis-

takably.

We respectfully submit that the situation in the case at bar is

more like that in the Eibel Process case and Tilghman v. Proctor

than in General Electric v. Wabash Corp. It is obvious that the

Supreme Court did not intend to overrule either the Eibel case or

Tilghman v. Proctor both of which present entirely different states

of fact.

In Eibel Process Company v. Minnesota & Ontario Paper Co.,

261 U. S. 45, claim 1 sustained read as follows (p. 50)

:

"1. A Fourdrinier machine having the breast-roll end of the

paper-making wire maintained at a substantial elevation above

the level, whereby the stock is caused to travel by gravity,

rapidly, in the direction of movement of the wire, and at a

speed approximately equal to the speed of the wire, substan-

tially as described."
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Mr. Chief Justice Taft said (pp. 65-66)

:

"The next objection of the patent which prevailed in the

Circuit Court of Appeals is that its terms are too vague because

the extent of the factor of pitch is not defined except by the

terms 'substantial' and 'high'. The figure accompanying the

specification and illustrating the improvement indicates an

angle of four per cent, or an elevation of 12 inches, and the

reference to the small elevations for drainage shown in

earlier devices indicates that the patentee had in mind eleva-

tions substantial as compared with them in order to achieve

his purpose of substantially increasing the speed of the stock.

It was difficult for him to be more definite, due to the varying

conditions of speed and stock existing in the operations of

Fonrdrinier machines and the necessary variation in the pitch

to be used to accomplish the purpose of his invention. Indefi-

niteness is objectionable because the patent does not disclose

to the public how the discovery, if there is one, can be made

useful and how its infringement may be avoided. We do not

think any such consequences are involved here. This patent

and its specifications were manifested to readers who were

skilled in the art of paper making and versed in the use of the

Fourdrinier machine. The evidence discloses that one, so

skilled, had no difficulty, when his attention was called to their

importance, in fixing the place of the disturbance and ripples

to be removed, or in determining what was the substantial

pitch needed to equalize the speeds of the stock and wire at

that place. The immediate and successful use of the pitch for

this purpose by the owners of the then fastest machines and

by the whole trade is convincing proof that one versed in paper

making could find in Eibel's specifications all he needed to

know, to avail himself of the invention, Expressions quite as

indefinite as 'high' and 'substantial' in describing an invention

or discovery in patent specifications and claims have been

recognized by this Court as sufficient. In Tilghman v. Proc-

tor, 102 U. S. 707, the claim sustained was for "the manufac-

turing of fat acids and glycerine from fatty bodies by the action

of water at a high temperature and pressure'. See also Rubber
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Co. V. Goodyear, 9 Wall. 788, 794; Momy v. Whitney, 14 Wall.

620, 629; Lawther v. Hamilton, 124 U. S. 1, 9; Carnegie Steel

Co. V. Cambria Iron Co., 185 U. S. 403, 436; Abercrombie &
Fitch Co. V. Baldwin, 245 U. S. 198, 205."

REPLY TO DEFENDANTS' ARGUMENT THAT
THERE IS NO INFRINGEMENT OF THE

GRIFFITHS CLAIMS.

Defendants' argument found on pages 36-7 of its brief is in sub-

stance that as the defendants' composition contains only 11.5%

of wood filler, whereas the Griffiths composition as described in the

specification contains from 15 to 30%, and since, so defendants say,

the Pierson patent anticipates the claims if read broadly, the claims

must be limited to not less than 15% of wood filler.

The argument is unsound for the following reasons

:

1. Because defendants conceal the fact that in addition to the

11.5% of wood flour its product contains 6.26% gypsum on the

basis of volume, bringing the total filler to 17.8%. Gypsum is an

equivalent for the wood flour. In fact, therefore, defendants are

using 17.8% of filler and not 11.5% and this amount is more than

the amount (15%) to which defendants would limit the claims by

interpretation.

2. Because there is nothing in the Pierson patent which requires

any such limitation of the claims of the patent in suit. As already

pointed out Pierson specified the range as from 10 to 64% of filler

but he did not tell the public what percent of filler must be used to

produce a doughy putty-like material which on hardening will

become a grainless wood. Griffiths' invention consisted in the dis-

covery that he could produce a grainless wood by using proportions

of materials which happened to be within Pierson's range. The

dividing line between Pierson's composition and Griffiths' composi-

tion is definitely set by the two phrases "doughy, putty-like" and

"in such proportions as to harden upon mere exposure to air to

substantially the rigidity and solidity of wood".

3. Because the claims are limited as suggested, they will be sub-

stantially the same as other claims already in the patent. It is well

established that the Court will not limit broad claims of a patent

so that they will coincide in scope with narrower claims.
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CONCLUSION.

In conclusion we respectfully submit:

That Griffiths made a most meritorious invention which has given

to the public a new and extremely useful tool.

That the invention was novel and almost pioneer in character.

That the defendants have availed themselves of the knowledge

which Griffiths gave to the world.

That such prior art patents as Pierson's which are silent on the

possibility of making an artificial grainless wood do not anticipate

Griffiths' invention, and

That the patent is full and explicit and the claims define the

invention clearly and accurately.

We further submit that defendants' arguments are based on

knowledge after the event—the ex post facto wisdom which the

courts often condemned, and that the decree of the District Court

should be affirmed.

Respectfully submitted,

GEORGE P. DIKE,

CEDRIC W. PORTER,
DIKE, CALVER & GRAY,

for the Appellee.

G. Wright Arnold,

Seattle, Washington,

Solicitor for Appellee.

Boston, Mass., October 31, 1938.



APPENDIX.

DISTRICT COURT OF THE UNITED STATES
DISTRICT OF MASSACHUSETTS

Equity No. 4091

The a. S. Boyle Company

V.

Harris-Thomas Company et al

OPINION.
February 8, 1937.

McLellan, J. This is a suit for infringement of the patent under

which the plaintiff's preparation known as plastic wood is made

and sold in the United States,—Patent No. 1,838,618, issued to

Manfred Ethelwold Griffiths on December 29, 1931, upon an appli-

cation filed November 17, 1923. Proceedings in the Patent Office

and in the Supreme Court of the District of Columbia occupied the

years between the date of the application and the date of the issue.

Statements of fact and conclusions appearing herein may be taken

as findings of fact and conclusions of law in accordance with the

equity rules.

The defendants are Harris-Thomas Company and Low Supply

Company. The plaintiff's brief makes no reference to the Low

Supply Company, no evidence was introduced against it, and no

claim was asserted at the trial against it, and as to this defendant

the bill should be dismissed. Hereafter in this opinion when the

defendant is referred to it will be understood that the Harris-

Thomas Company alone is meant.

The defences are invalidity and non-infringement. The defendant

offered no testimony on either issue, but in support of its allega-

tions as to invalidity presented, as evidence of the prior art, a great

number of patents and some excerpts from textbooks and other

publications.

The nature of the invention is thus stated in the specification:

"This invention relates to plastic compositions and has for

its object to provide a plastic mass which may be used for many
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purposes, for example, for filling, coating or moulding, having

properties not found in the usual filling and like compositions.

"The invention in brief consists in a plastic comp)osition

comprising a solution of nitro-cellulose, a resinous body and a

non-drying oil in a ketonic liquor, to which solution a filler is

added * * *

"The mixture is treated in a kneading machine until it is of

uniform consistency. It may then be employed for a number

of purposes; for example, it may be used by pattern makers

for filleting and similar work, by joiners and cabinet makers

for filling screw and nail holes, shakes in timber, openings at

joints and for preparing or repairing mouldings and carvings,

or by shoemakers for building up or repairing lasts.

"A plastic composition prepared as described above hardens

quickly when exposed to the air, adheres firmly to any clean

dry foundation, does not blister or powder when exposed to

moderate heat and is not affected by water, gasoline or other

available liquids."

Ingredients suggested in the specification are celluloid scrap,

castor oil, and ester gum, dissolved in industrial spirit, benzol and

acetone. To this solution wood flour is added. Various formulae

are given for the combination of these ingredients, and the limits

within which the proportions may be varied are stated.

The claims in issue follow

:

5. A doughy, putty-like plastic composition comprising nitro-

cellulose in a solution containing a volatile liquid, and a finely

divided cellulose filler in such proportions as to harden upon

mere exposure to air to substantially the rigidity and solidity

of wood.

6. A doughy putty-like plastic composition comprising nitro-

cellulose in a solution containing a volatile liquid and a finely

divided cellulose filler in such proportions as to harden upon

mere exposure to air to substantially the rigidity and solidity

of wood, said filler being present in not less than fifteen parts

by weight.

8. A doughy putty-like plastic composition, comprising
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nitrocellulose in a solution containing a volatile liquid, a non-

drying oil and a finely divided wood filler in such proportions

as to harden upon mere exposure to air to substantially the

rigidity and solidity of wood.

11. A doughy putty-like plastic composition, comprising

nitrocellulose in a solution volatile in part at least and con-

taining a ketonic liquor, a non-drying oil, and a finely divided

cellulose filler in such proportions as to harden upon mere ex-

posure to air to substantially the rigidity and solidity of wood,

said filler being present in not less than fifteen parts by weight.

13. A doughy putty-like plastic composition comprising

nitrocellulose in a solution volatile in part at least and contain-

ing acetone, castor oil, a resinous body, and a finely divided

cellulose filler in such proportions as to harden upon mere ex-

posure to air to substantially the rigidity and solidity of wood.

15. A doughy, putty-like plastic composition comprising

nitrocellulose in a solution containing a volatile liquid, a non-

drying oil, and a resinous body, and a finely divided wood

filler in such proportions as to harden upon mere exposure to

air to substantially the rigidity and solidity of wood, said wood

filler being present in not less than fifteen parts by weight.

16. A doughy, putty-like plastic composition comprising;

nitrocellulose in a solution containing a volatile liquid, a non-

drying oil, and a resinous body, and a finely divided wood!

filler in such proportions as to harden upon mere exposure to

air to substantially the rigidity and solidity of wood.

17. A composition of matter for hole filling and filleting,

which before exposure to the air is dough-like and putty-like,

;

and contains finely divided wood, nitrocellulose and a volatile

liquid, and after exposure to the air has a wood-like rigidity and

solidity and is essentially finely divided wood held together by

the nitrocellulose.

18. A composition of matter for hole filling and filleting,

which before exposure to the air is dough-like and putty-like

and contains a volatile liquid, nitrocellulose, and about 15 to

about 30 percent by weight of finely divided wood, and which

after exposure to the air has a wood-like solidity and rigidity
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and is essentially the finely divided wood held together by the

nitrocellulose.

^ In the combination described in these claims the nitrocellulose

is the ingredient upon which all else depends. Without it there

would be no plasticity and no hardening into the solidity of wood.

Nitrocellulose, with which everyone is familiar when it appears in

the form of celluloid, is the result of treating cotion or other vege-

table fibre in nitric acid or in a mixture of nitric acid and sulphuric

acid. It may be reduced to a plastic mass by the use of a suitable

solvent, and in this state it may be moulded into any desired form

and hardens permanently into that form upon evaporation of the

solvent. If applied in its plastic form it will adhere firmly to

almost any clean surface. These are the properties of nitrocellulose

that the patentee employs. By mixing wood flour with plastic

nitrocellulose he obtains a putty-like material which remains plastic

until exposed to the air. Packed in air-tight cans or tubes it is

available for use by the consumer very much as ordinary putty is

used. It adheres to any wooden surface and solidifies quickly to

the hardness of wood. Like wood, it may be sawed, whittled,

planed, bored, painted, varnished, or treated in any way that wood

might be treated.

Griffiths' composition has many uses. It was first produced in

England to meet a demand from shoe manufacturers for a material

with which shoemakers could restore the surface of shoe lasts when

I

they become pitted with nail holes after repeated use. It is now in

common use, not only by shoemakers, but by carpenters, painters,

and boat repairers, and it is also much used for small repairs in the

home.

The invention has been a commercial success. The plaintiff's

president testified that the annual sales are about two and a half

million units a year, a unit being either a can or a tube. It has had

the flattery of imitation. During the years after it was put on the

market and while the patent was pending, imitators flocked in with

preparations under such names as Arco Synthetic Wood, Handy
Wood, Dandee Wood Patch, Flex Wood, Patch Wood, Patching

Wood, Limber Wood, Dum Dum Workable Wood, Wood Paste,
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Wood Plaster, Tilette Canned Wood, Tremo Plastic Wood, Fixit

Mending Wood, Magic Wood,—all names suggesting the character

of the appeal which the product makes to the public as a handy

preparation for small repairs. The defendant's product is marketed

as Wood Dough.

The defendant has put in evidence eighty-five patents and several

excerpts from textbooks and publications. Perhaps it is not true

that many of the patents are merely paper patents, but in other

respects what was said by the Circuit Court of Appeals in Naylor

V. Alsop Process Company, 168 Fed. 911, 917, might be repeated

here. In that case the Court said

:

"Defendants have ransacked patent ofifices in America and

Europe, and brought together a formidable collection of pat-

ents. Many of them are paper patents, and others relate to

remote arts. Piecing together excerpts and elements from this

wide search, they have built up a formidable speculative argu-

ment to show how simple and easy was the step taken by

Andrews. This is a form of argumentation familiar in patent

litigation. Though it seldom succeeds, it is often the only re-

course of the infringer. The patent law, however, has its

proper place in the realm of actual industrial life, and not in

the limboes of parchment casuistry. The merit of a patent is

to be determined, not by its standing in dialectics, but by its

actual effects in the art to which it belongs. Judged by that

test, the Andrews invention was revolutionary. Within five

years after its discovery it had been generally applied in the

milling business, both in this country and abroad. It accom-

plished a new and desired industrial result simply, cheaply and

eflficiently. In the presence of such an experience, speculative

arguments based on the prior art can seldom prevail."

It is unnecessary to single out any one of these eighty-five patents

for particular comment. It is enough to say that they show that

inventors, at least since 1855, have been experimenting with the

properties of nitrocellulose. Aside from the manufacture of cellu-

loid, which is one of its most conspicuous uses, it has been em-

ployed, and patents have been taken out for its use, as a coating for
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fabrics and as a lacquer. It has been mixed with various types of

filler,—animal, vegetable and mineral,—and the mixtures have been

moulded into a great variety of useful articles. Castor oil and resins

have been a part of the mixtures. In one or two instances at least,

inventors have mixed nitrocellulose with sawdust to make artificial

wood.

The significant thing that emerges from an examination of the

prior art and the evidence of widespread knowledge of the properties

of nitrocellulose which it alTords, is that nobody thought of making

it available in the workshop and in the home in the form of a con-

venient putty for repairs to articles made of wood. The deposition

of Carlton Ellis is interesting as an illustration of this. Ellis, who

testified that he had been engaged for many years in research in the

field of resins and plastics and had taken out perhaps a thousand

patents relating to subjects in that field, including nitrocellulose

compositions, said that it had been many times a matter of regret

to him that Griffiths' idea of a putty-like material which would

harden to resemble wood had never occurred to him. The same

thing is brought out in another way by the testimony of the former

manager of the plaintiff's factory, who told how difficult it was at

first to mtroduce their product to dealers because of their skeptical

attitude towards a thmg so unheard of.

Lapse of time, during which all the principles upon which an

invention depends have been widely known, and its beneficial

result when at last it comes, have often been held decisive of the

question of invention. Thus the Supreme Court in Loom Company

V. Higgins, 105 U. S. 580, 591, says:

"It is further argued, however, that, supposing the devices

to be sufficiently described, they do not show any invention;

and that the combination set forth in the fifth claim is a mere

aggregation of old devices, already well known; and therefore

it is not patentable. This argument would be sound if the

combination claimed by Webster was an obvious one for attain-

ing the advantages proposed,—one which would occur to any

mechanic skilled in the art. But it is plain from the evidence,

and from the very fact that it was not sooner adopted and

used, that it did not, for years, occur in this light to even the
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most skillful persons. It may have been under their very

eyes, they may almost be said to have stumbled over it; but

they certainly failed to see it, to estimate its value, and to

bring it into notice. Who was the first to see it, to understand

its value, to give it shape and form, to bring it into notice and

urge its adoption, is a question to which we shall shortly give

our attention. At this point we are constrained to say that we

cannot yield our assent to the argument, that the combination

of the different parts or elements for attaining the object in

view was so obvious as to merit no title to invention. Now
that it has succeeded, it may seem very plain to anyone that

he could have done it as well. This is often the case with

inventions of the greatest merit. It may be laid down as a

general rule, though perhaps not an invariable one, that if a

new combination and arrangement of known elements produce

a new and beneficial result, never attained before it, it is evi-

dence of invention."

Two recent cases illustrate the application of this principle in arts

analagous to that of the patent in suit.

In Yablick v. Protecto Safety Appliance Corporation, 21 Fed.

(2d) 885, the court had before it a patent for a gas mask. It was

shown that the property of the chemical upon which the success of

the mask depended, the fact that it would absorb the noxious gas

against which the mask was designed to give protection, had been

pointed out in a work on chemistry. But the court said: "This

fact was not translated into commercial utility until the genius of

the patentee did it."

In Denner v. Sheer Pharmacal Corporation, 64 F. (2d) 217, the \

patent was for a depilatory. The patentee had taken well known .

depilatating agents and combined them with colloid-like substances,

also well-known, to produce a depilatory which could be applied in

the form of a cream. The cream form was much more satisfactory

to the public than anything that had been on the market previously,

,

and on this ground the patent was sustained.

Black & Decker Manufacturing Company v. Biltmore Trust

Tire Service Corporation, 40 Fed. (2d) 910, is an illustration in a

different art.
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Besides its reliance upon the prior art, the defendant urges that

there was no invention in what Griffiths did, because, as the testi-

mony shows, his combination was developed in response to an

inquiry for a suitable filler for shoe lasts, and the discovery was

made in the ordinary course of laboratory experiment. There is

nothing in this to make it any the less an invention. The patent

laws do not insist upon anything dramatic in the discoveries which

they protect. An invention may be patentable, although it is "the

result of experiment, and not the instant and perfect product of

inventive power. A patentee may be baldly empirical, seeing noth-

ing beyond his experiments and the result; yet if he has added a new

and valuable article to the world's utilities, he is entitled to the rank

and protection of an inventor." Diamond Rubber Company v.

Consolidated Rubber Tire Company, 220 U. S. 428, 435.

Another contention upon the issue of invalidity is that the claims

of the patent are broader than the specification. The basis of this

is the use in the claims of the words "doughy, putty-like" to de-

scribe the plastic composition covered by the claims, and the phrase

"to harden upon mere exposure to air to substantially the rigidity

and solidity of wood". It is true that the specification does not

describe the product as doughy and putty-like, but this is only

another way of describing it, as the specification does, as plastic.

It is also true that the specification does not point out that the mix-

ture hardens to the rigidity and solidity of wood, but it does say

that it is to be used for filling and for molding, and that it hardens

quickly when exposed to the air. The patentee is not bound to use

in his claims the precise phraseology with which he sets forth the

invention in his specification. Indeed, claims may be changed, as

a result of proceedings in the patent ofifice, to express more ade-

quately the true nature of the invention. Cleveland Foundry Com-

pany v, Detroit Vapor Stove Company, 131 Fed. 853.

The defendant also argues from the evidence of public use of the

Griffiths product in England, without any application for a patent

there, that Griffiths should be held to have abandoned his inven-

tion. But this is plainly insufficient to show abandonment of the

right to patent the invention in the United States. See Candy v.

Main Belting Company, 143 U. S. 587. Abandonment is a matter
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of intent to be clearly proved, and an application for a patent is in

itself persuasive proof that the applicant has no intention to dedi-

cate his invention to the public. Ide v. Trorlicht, Dumcker &
Renard Carpet Company, 115 Fed. 137, 144.

Defendant's counsel do not argue in their brief that the defend-

ant's product does not infringe the patent. The only testimony

upon the point is the analysis of that product by the plaintiff's

chemist, which shows that the ingredients are the same as those of

the patent, except for the substitution of toluol for benzol as a sol-

vent, and that they are combined in substantially the same propor-

tions as those of the plaintiff's commercial product, which also

makes the same substitution of toluol for benzol.

I conclude that the claims in suit are valid and infringed.

Let there be a decree against the defendant Harris-Thomas Com-

pany for an injunction and an accounting, with costs.

As to the defendant Low Supply Company, the bill is dismissed,

and it should recover its costs.
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The appellee has devoted a large portion of its brief to

a discussion of facts tending to indicate validity of the pat-

ent in suit, discussing primarily the fact that the appellee

has made a considerable commercial success (appellee's

brief, pp. 16-18), the fact that when appellee's product.

Plastic AVood, was first placed on the market, certain wit-

nesses did not know of any product which was sold for the

same purpose to the trade (appellee's brief, pp. 18 and

19), that a large number of the uses for Plastic Wood have

been developed (appellee's brief, pp. 19-21), and that a

long period of time elapsed between the Pierson and Ob-

lasser patents and the Griffiths patent (appellee's brief,

p. 32.)



—2—

All of these considerations must fall to the ground

when, as appears in this case, the Griffiths composition is

completely anticipated by the prior art. Commercial suc-

cess is not a substitute for invention or patentable novelty.

Premier Machine Compmiy, Inc. v. Freeman, 84 F. (2d)

425, C. C. A. 1:

''Commercial success if shown to be attributable

only to the thing patented may be very significant

when the question of invention is close, and especially

when there is evidence of previous attempts to solve

the problem which were unsuccessful; but if is bij no

means the equivalent of invention. And when inven-

tion is clearly absent it is the duty of the courts to say

so no matter what degree of commercial success may
have been attained. In Paramount-Publix Corp. v.

Am. Tri-Ergon Corp., 294 U. S. 464, and Altoona
Publix Theatres v. Am. Tri-Ergon Corp., 294 U. S.

477, enormous commercial success was held not to be

the equivalent of invention. '

'

Nor does the fact that certain witnesses were unfamiliar

with all of the prior art deny the existence of prior art or

militate against anticipation. Likewise, the fact that a

large number of uses have been developed for Plastic

Wood which are not set forth in the Griffiths patent does

not establish patentable novelty or invention, nor does it

even prove that the compositions of the prior art are not

susceptible of the same uses.

The appellee also points to various litigations involving

the Griffiths patent. In Griffiths v. Robertson, Co)nnris-

sioner of Patents referred to at pages 22 and 23 of appel-

lee's brief the Court did not even have the Pierson and

Oblasser patents before it. (R. 190 and 191.)

At the top of page 24 of appellee's brief, the appellee

refers to three suits settled out of court by consent. Such

consent decrees do not establish invention or patentable
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novelty, but instead merely a desire on the part ol* the de-

fendants therein to avoid litigation.

Ill Boyle V. 11 arria-Thomas Co., referred lo at the

bottom of page 24 of appellee's brief, the opinion of which

is quoted in the appendix, it appears that the defendants

therein engaged in questionable strategy by placing in evi-

dence some eighty-five patents and several excerpts from

textbooks and publications (appellee's brief, p. 56) with the

probable result that the trial judge concluded that if it was

necessary for the defendants to rely upon such an unreason-

able number of references that this indicated the pres-

ence of invention rather than the lack of it. It does not

appear from the opinion that whether the Pierson and

Oblasser patents were included in the eighty-five or not.

All of these various considerations referred to by the

appellee at pages 16 to 26 of its brief are valueless when,

as here appears, the Pierson and Oblasser patents com-

pletely anticipate the Griffiths claims.

Antiquity of the Pierson and Oblasser patents does not

mitigate against their being anticipations.

The Pierson Patent Discloses the Making of a Putty-

like Composition From Nitrocellulose, Volatile

Solvent, and Wood Flour Which on Hardening

Would Become Essentially a Grainless Wood.

The Pierson patent discloses making up a plastic com-

position consisting of nitrocellulose, one part; a solvent

composed of four parts, each of alcohol and ether; and

filler from one to sixteen parts, or 10 to 64%. The filler

may be lamp black, plumbago, charcoal powder, sawdust,

straw, or any vegetable powder or fiber. In the Griffiths

patent in suit, on the other hand, the filler instead of

being specified as lying between 10% and 64%, lies be

tween 15% and 30% although



''proportions outside of these limits mav be em-
ployed." (Ex. Bk., p. 1, 11. 61 and 62.)

It is the appellant's contention that all that Griffiths did

was to reduce or narrow down the wide limits of Pierson.

Pierson, on account of having suggested so many different

types of fillers, naturally specified the use of a wide

range. Griffiths, on the other hand, was dealing with only

a few fillers, the preferable one being wood, although, as

stated Exhibit Book, page 2, line 2, "any suitable filling

material may be used." The appellee says (appellee's

brief, page 27) that the appellant's argument

"is fallacious because it assumes that a person
skilled in the art would know that by putting together

nitrocellulose, volatile solvent and wood flour, he could

make putty which on hardening would become essen-

tially a grainless wood. The Griffiths invention lay

primarily in his conception that such a material could

be made. Appellant's argument assumes a knowl-

edge of Griffiths' concept."

At page 29 of appellee 's brief, appellee states

:

"As already stated Griffiths' fundamental concept

was of a doughy putty-like material which could be

handled like putty and which, on hardening by mere
exposure to the air, would become practically a grain-

less wood. Griffiths pictured such a material and
that it could be made from wood flour held together

by nitrocellulose. He was the first to conceive the

possibility of making a putty which would turn into a

grainless wood and of making it from these well-known

materials."

We propose to reply to these statements and to demon-

strate that Pierson did have the same identical concept

because it is inherent in the com]!Osition that is disclosed

in his patent.

As to producing what would become a giJUTili'ss vrood.

attention is invited to the fact that nowhere in Griffitlis'
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specification is there any disclosure of producing a grain-

less wood. In fact, if other "suitable filling materials

may be used" (Ex. Bk., p. 2, 11. 2 and 3) besides wood flour

as suggested in the Griffiths patent, not even an artificial

wood would be produced but instead a composition pos-

sessing properties of the filler selected. It is true that

Griffiths' composition will, if a wood filler is employed,

produce something resembling wood which is grainless.

This in inherent in his composition. But it is also equally

inherent in Pierson. Pierson discloses the same materials,

to wit, nitrocellulose, volatile solvent, and finely divided

wood in such proportions as to be moldable so as to be

capable of forming statuary and mouldings, and his mate-

rials will produce a grainless wood just as much as the

Griffiths' composition. The defendant's expert Roller

testified (R., 271)

:

"Q. Do you know whether these compositions

which are described in Pierson and Griffiths are suit-

able foi' making something to represent carved wood?

"A. Yes, any o-f these plastics, using the ground
wood filler of the kind of wood you wish to imitate will

take the figuration of any carved moulding and in

that Kay represent an imitation wood, iacking only

the grain that a wood would show."

ill other words, it was just as inherent in the IMersou

composition when wood flour was employed that the re-

sulting product should resemble a grainless wood, as in the

Griffiths patent. In fact, the Pierson patent so states.

C'laim 1 of the Pierson patent (Ex. Bk.. ]). 72) reads:

"Tlie formation of articles of manufacture resem-

bling stone, icood, whalebone, shell, horn, and other

rigid or elastic articles out of plastic or semi-soluble

pyroxylin^ ])repared substantially in the manner and

for the purposes herein set forth."



Pierson thus recognized and had the conception ol* forming

an article resembling wood when he used sawdust, vege-

table powder, or fiber as his filler. He so claimed it. To
argue that Pierson failed to conceive of producing a

grainless wood is contrary to the evidence. He not only

had this in mind, but his composition being the same as

Grriffiths, would necessarily produce the same product in-

herently.

The appellee also argues that Pierson did not have the

conception of making a "putty" from these ingredients,

nitrocellulose, solvent, and wood flour filler. The question

then is, what is the definition of a putty? Not once in

Griffiths' specification does the word ''putty" appear.

Presumably, the appellee argues, that any composition

wherein the filler was between 15 and 30% is a putty and

that a composition even outside these limits is a putty, as

suggested. (Ex. Bk., p. 1, 11. 61 and 62.) Pierson suggests

using a filler content of 10% to 64% depending upon which

of his fillers is selected. If a composition containing from

15 to 30% filler, or having filler present outside these

limits, can be designated as "doughy" or "putty-like," cer-

tainly the same is true of a composition where the filler

content is between 10 and 64%. The question also arises

as to what is meant by the term "doughy." Not once in

Griffiths' specification does this word appear. Does this

refer to a consistency such as cake dough which can be

poured, or does it refer to a consistency such as that of

macaroni dough which is so stiff that it can only be worked

and extruded into macaroni by means of powerful mach-

ines, or on the other hand, does it refer to a consistency of

bread dough. As neither the words ''doughy" oi* "putt>-

like" appear in Griffiths' specification, these words in

Griffiths claims must be construed as synonymous with

"moldable." Defendant's expert Roller testified (R.,

264, 265)

:
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"Q. Well, suppose you take the formula given

there with the low limit for the filler; that would be

one part plastic; alcohol, 4; ether, 4; charcoal powder,

1 part, or sawdust powder one part. That would be a

liquid, wouldn't it?

"A. It would be a pretty heavy liquid.

"Q. You said before, doctor, it would be a soupy

liquid.

"A. 1 don't think it would be as thin as soup. I

think it would be near the order of honey.

*'Q. And if you took sixteen parts of filler, would

the material stick together ?

"A. It might if you used considerable pressure.

"Q. But not without pressure!

"A. It would require pretty heavy pressure, I be-

lieve almost more than you could apply by squeezing

it in your hands. '

'

Now, if a mechanic were proposing to make up a mold-

ing or some statuary, which are the purposes stated by

Pierson in the middle paragraph of column 1, Exhibit

Book, page 72, the only obvious thing for him to do would

be to endeavor to arrive at something between these two

extremes. If he were making a molding or piece oi' statuary

he would not want his composition as thin as honey, this

being the lower extreme, nor would he want it so thick as

to require a heavy pressure to cause the material to stick

together. Instead, the obvious thing would be to endeavor

to strike some happy medium between these two extremes

wherein the composition could be molded into the desired

shape with very little effort and yet would not be so thin

or honey-like as to be incapable of holding its own shape.

Roller testified (R. 270)

:



''Q. Referring to the next paragraph which op-

posing counsel has designated as paragraph 4c, of

what consistency is this composition to be when he is

going to use it for making statuary and mouldings as

stated in that paragraph in the last few lines!

"A. Of the same consistency that he would have

used the materials in the preceding paragraph; in

other words, a paste.

"Q. Would you say a putty?

"A. I wouldn't say 'paste.' I think you (would)

have a putty or a moulding clay which is of the con-

sistency of putty.

''Q. In this Griffiths patent, the patent in suit,

he mentions here that his material is to be used for

'filling, coating or moulding' in the first paragraph,

lines 4 and 5. Is there anything in this Pierson patent,

paragraph 4c, that indicates to you that the composi-

tion is to have the same consistency for moulding as

the Griffiths composition when it is used for molding?

"A. No. They both speak of them for moulding;

and moulding materials all have the same consistency

before they can be used as such. '

'

It should thus be clear that not only did Pierson con-

ceive of making a plastic composition which when hardened

would resemble wood and inherently be grainless, but that

he also conceived of having the material moldable and

therefore "doughy" or "putty-like."

To answer the appellee's summary as to the Pierson

patent appearing on page 31 of appellee 's brief, we submit

:

(1) Pierson does teach the possibility of a grainless

wood because he claimed in claim 1 the making of articles

resembling wood which inherently would be grainless.
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(2) Pierson does give a formula and direction for

making such a material. He states the quantity of nictro-

cellulose to use, the kind and quantity of solvents to use,

and the kind of fillers to use including finely divided wood,

specifying a range of filler percentages running somewhere

between 10% and 64%.

( o) No experimentation is necessary to produce a mold-

able composition under the Pierson disclosure. All that is

necessary is to mix up the nictrocellulose and solvent and

then add between 10% and 64% of whatever filler you

select until you secure the desired consistency for molding.

Some molders may prefer the composition thicker or stitfer

than others. They can do as they like.

The appellee urges that it was necessary for Webb and

Roller to make a series of experiments with what was dis-

closed in the Pierson patent before they secured the de-

sired results. This is a misinterpretation of the testimony.

As testified by Roller (R. 248)

:

"Q. Why did you use different proportions of

filling material ?

'*A. Simply to show the difference in effect of

the various relations between the filler and the mineral

and the solvents, and the fluidity of this particular

nitro-cellulose that was being used."

Webb testified (R. 298)

:

"The reason for making this variation was in fol-

lowing these patents there was some variation called

for and we wished to demonstrate the effect that the

variation of the solvents would have.
'

'

In other words, as Pierson specified a filler content of

between 10 and 64%, the defendants made a number of

specimens to show that the variation of the filler eonteui

was not only optional but that mere increase or decrease
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of the filler content would not produce any sharp depar-

ture or change in the nature of the composition. Specimens

were also made to show that the presence of oil and that

the presence of the resin made no sharp departure or

change in the composition and that their use was therefore

optional and immaterial.

The appellee has argued strenuously that the Pierson

patent should not be regarded as an anticipation because

Pierson did not have "Griffiths' fundamental concept" "of

a doughy, putty-like material which could be handled like

putty and which on hardening by mere exposure to air

would become practically a grainless wood." (Appellee's

brief, page 29.) Again on page 27 of appellee's brief they

argue:

"The Griffiths invention lay primarily in his con-

ception that such a material could be made."

Compare these statements with the statement appear-

ing on page 35 of appellee's brief as follows:

"What Griffiths may have had in his mind when
he made his invention is now of no importance."

There are some other interesting statements in appel-

lee's brief. Appellee states, page 48:
'

' The man skilled in the art can tell from the Grif-

fiths ' claims what proportions of nitrocellulose, solvent,

and filler are needed to give the doughy, putty-like

characteristic to the composition, and which will

harden into the solidity of wood upon mere exposure

to the air."

The Griffiths' claims involved in this appeal state noth-

ing about what these proportions shall be other than the

characteristics mentioned in the above statement. If it is

true as appellee contends that a man skilled in the art could

gain all of this information from the Griffiths' claims-, then



I

—11—

appellants contend he could gain tlie same information also

from Pierson and Oblasser.

The appellee also states (appellee's brief, p. 48)

:

"Once an inventor of a new composition has shown

in his disclosure how his new composition can be

made, it will at once become clear to others familiar

with the art that many different proportions can be

used, with varying and useful results in the final

product. '

'

We accept this statement but insist that it applies to

the Oblasser and Pierson disclosures just as much as it

does to Griffiths. Anyone familiar with the Oblasser and

Pierson disclosures would immediatelj' know "that many

different proportions can be used, with varying and useful

results in the final product." All that Griffiths did was to

select a particular proportion within the range taught by

Pierson and Oblasser and pretend that he had made an

invention. This pretention, while made in the United States,

was not even asserted in Griffiths' home country, England,

for he made no attempt to secure a patent on his composi-

tion in that country.

Griffiths' mere selection of proportions—the mere nar-

rowing down of Pierson 's range from 10 to 64% to 15 to

30% is not invention. As said in Zenitherm Company, Inc.

V. Art. Marble Company, 56 Fed. (2d) 39 (C. C. A. 5)

:

"The materials, their mixture and pressure being

thus old, no proportion of ingredients nor degree of

pressure is disclosed by Sutter or particularly claimed

by him as producing any new or surprising result. If

he discovered any such, he kept silent about it. The

increase of any of them to increase their usual effect

is not invention. Finley v. MacDougal Const. Co., 28

Fed. (2d), 674."
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Likewise here, not only was Griffiths silent about pro-

ducing a grainless wood but he was also silent about pro-

ducing a putty. All proportions between 15 and 30% and

even proportions outside these limits were indicated suit-

able. And as far as Griffiths' claims were concerned—there

was no limitation on the proportions whatever except that

the composition before hardening was to be moldable and

after hardening was to resemble wood. The Pierson compo-

sition, as stated in the patent, was to be moldable to pro-

duce "statuary and mouldings," and when hardened v.as

to resemble wood as stated in claim 1 of Pierson 's patent.

Appellee, at pages 33 to 36 of its brief, seeks to dis-

tinguish the various other patents relied upon to show the

development of the art. If these patents are distinguishable

as contended by appellee, this merely goes to establish that

Judge Luhring, who reversed the Patent Office and granted

the Griffiths patent, did not have the best prior art before

him. He merely considered the patents that appellee now
seeks to distinguish and was not advised of the Pierson

and Oblasser patents. His opinion reversing the Patent

Office under these circumstances, is entitled to no weight

whatsoever.

The distinctions pointed out by the appellee however

concern merely the nature of the fillers used. Merrick (Ex.

Bk. 73) uses cork and asbestos fiber, and suggests the use

of wood. Black (Ex. Bk. 91) uses silica. Eckstein (Ex. Bk.

93) uses zinc white or heavy spar. Hyatt & Blake (Ex. Bk.

115) uses ivory dust. Bulling and Reese (Ex. Bk. 130)

use calcium chloride and plaster of paris. These distinc-

tions as to the kind of filler used ar(» of little concern. As
said in the Zenitherm case, supra :

''On the question of novelty not only may direct

anticipation and Imown practice in the particular art

be looked to, but also tlie knowledge and practice in
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related arts, for it requires no invention to adapt such

from one to another of such arts. (Citing cases.) The

art of making artificial wood and artificial stone, and

even of making and molding brick and concrete are

such allied arts."

That these various patents are from closely related arts

if not from the same art is established by the Pierson and

Oblasser patents themselves. Thus, Pierson discloses mak-

ing- what amounts to plastic stone, plastic wood, plastic

whak'boiRs plastic shell, plastic horn, "aiid oilier rigid or

elastic articles." He recognized that the only difference

was in the nature of the filler used. Likewise Oblasser con-

templated a plastic agglomerate which might have as the

filler not only sawdust but asbestos, pounded glass, sand-

stone, metallic powders, pulverized carbon, etc. Griffiths,

himself, recognized the same relation for in his laboratory

notebook he contemplated plastic leather (Ex. Bk. 40 and

43) ; a wood stopping employing starch as the filler (Ex.

Bk. 41); plastic carborundum (Ex. Bk. 42), and a filler

employing plaster of paris similar to the Bulling and Reese

patent (Ex. Bk. 42). Not only did Oblasser and Pierson

anticipate GrifBths, but Griffiths made no invention over

the balance of the prior art as was held by the Board of

Appeals in the Patent Office before the case was re\'iewed

by Judge Luhring.

The Oblasser Patent Likewise Anticipated Griffiths

The appellee complains that the Oblasser patent fails

to give any proportions. This is hardly true. The Oblasser

patent (Ex. Bk. 82) describes nitrating cellulose to produce

nitrocellulose. The nitrocellulose is then dissolved in one of

a number of solvents, such as acetone, to form a coating.

It is stated that the coating is applied "with a brush, a
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spatula, a roller or by any other means." (Ex. Bk. 82, 11.

46 and 47.) This would indicate to add enough solvent to

secure the desired consistency for application depending

upon whether a brush was to be used, a spatula, or a roller.

Naturally one would desire a thinner coating when applying

it with a brush than with a spatula.

Oblasser then proposes making an agglomerate from

the coating "susceptible of being moulded." This would

mean to add any of the filling substances such as sawdust,

cork waste, cork powder, etc. mentioned in the patent, until

the desired consistency was obtained for purposes of

moulding. When the agglomerate is obtained

"'instead of rendering a receptacle of irood or otliO'-

material tight hj the application of our coating we may
manufacture it directly by moulding, use being made

of the said agglomerate.' ' (Ex. Bk. 83.)

The agglomerate therefore was to be used to produce a

substitute for wood. A mechanic could certainly arrive at

the proper proportions for a moldable corporation with

these directions.

The plaintiff-appellee's expert Esselen sought to dis-

tinguish the Oblasser patent by reading into it limitations

that it does not contain. He criticizes in the quotation made
in appellee's brief, pages 31 and 32, the use of the ag-

glomerate to make up an open-ended battery box, and sug-

gests that heat and pressure probably were necessary.

There is nothing in the Oblasser patent specifying that

heat or pressure were used or were necessary. But even if

pressure was used with Oblasser 's composition, how does

this distinguish from Griffiths? At Exhibit Book, page 2,

Griffiths gives a composition (11. 11 to 20) and tlic^i slates:

"This mixture is particularly useful for pressing

or moulding. '

'
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Again, on the same page, another formula is given (11.

28-36), and then he states:

"This mixture also is particularly useful for press-

ing or moulding."

Thus, the Griflfiths patent itself contemplated the use

of pressure. Oblasser, on the other hand, makes no mention

of the use of pressure or of the use of heat. If he did use

pressure, this is exactly what Griffiths himself contem-

plated in the above-quoted statements.

The fact remains that both Pierson and Oblasser antici-

pated Griffiths in the conception of making uj) a moldable

composition that was to form something resembling wood
which consisted of mixing up nitrocellulose, solvent, and

finely divided cellulose such as sawdust or other vegetable

powders. The consistency of the Pierson and Oblasser com-

positions was to be the same as Griffiths because they were

to be used for molding; so was Griffiths' composition.

The District Judge in the case of the A. S. Boyle Co. v.

Harris-Thomas Company, quoted in the appendix to ap-

pellee's brief, page 57, noticed:

"In one or two instances at least, inventors have

mixed nitrocellulose with sawdust to make artificial

wood. '

'

This finding militates against the appellee's present

argument that Griffiths was the first to conceive of making

artificial wood from nitrocellulose, a solvent, and sawdust.

See also Ex. A30. (Ex. Bk. 144 and 145-146.) The District

Court in that case, however errs in the statement on the

same page:

"that nobody thought of making it available in the

workshops and in the home in the form of a con-

venient putty for repairs to articles made of wood."
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There is nothing in the Griffiths patent that teaches how

to make the composition available in the workshop and in

the home in the form of a convenient putty for repairs that

is not equally taught in the Pierson and Oblasser patents.

It is not even stated in the Griffiths ' patent that the compo-

sition should be kept canned or that it should be sold in

tubes or that supplies of solvent should be kept for thin-

ning the composition when it became too thick. This was

done by the plaintiff when it began selling Plaster Wood
and making it available for home use, but it is not dis-

closed in the patent. The District Judge thus erred in that

case in assuming that Revised Statute 4886 justified the

granting of a patent to someone who undertook to exploit

an old and well-known composition by making it available

in the workshop and in the home. R. S. 4886 does not pro-

vide for granting a monopoly for this accomplishment but

only for the development of new and useful inventions

whether they are made available in the workshop or in the

home or not. As Griffiths failed to make an invention that

was not disclosed in the Pierson and Oblasser patents his

patent should be declared invalid.

The foregoing argument is directed at claims 5 and 17.

Claims 8, 13, and 16 merely differ therefrom by reciting

the use of a non-drying oil, the use of acetone as the sol-

vent, and the use of a resinous body, such as ester gum.

The appellee has not urged in its brief that these claims

should be held valid because of these limitations. In fact,

appellee could hardly do so in view of the fact that its own

expert Esselen conceded that acetone was a well-known

substitute solvent for Pierson 's solvent; that the use of

castor oil in compositions of this chaiacter was well known

and produced merely its expected function in tlio Griffitlis'

composition and that the use of ester gum in compositions

of this character was also well known and merely produced
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its expected functions. Claims. 8, 13, and 16 thus are not

patentably different from claims 5 and 7 and should fall

therewith.

The Decision of Greneral Electric Company vs. Wabash

Appliance Company

In the above case, which appellee seeks to distinguish,

the claims were for a tungsten filament which, if they dif-

fered at all from prior tungsten filaments, differed merely

in reciting "grains of such size and contour as to- prevent

substantial sagging and offsetting during a normally or

commercially useful Ufe." The Circuit Court of Appeals

for the Second Circuit had held the product anticipated.

The Supreme Court, however, found it unnecessary to

determine whether the tungsten filament was anticipated

or not, and held the claims invalid on their face for failure

to comply with Revised Statute 4888. We believe that the

doctrine of that case applies here to the phrase in the Grif-

fiths ' claims

"in such proportions as to harden upon mere exposure

to air to substantially the rigidity and solidity of

wood."

But regardless of how Grifiiths' claims are worded or

might be worded, they are invalid because they are antici-

pated by the Pierson and Oblasser moldable compositions

of the same ingredients which were designed to produce

the same type of artificial wood. These claims are not only

invalid on their face under the doctrine of the above de-

cision, but in addition, they are clearly and positively an-

ticipated by prior art which was not before Judge Luhring

who reversed the Patent Office.



Conclusiou

Griffiths' composition is old. He merely revived at the

end of the World War what was old in Pierson and Ob-

lasser as a means for using up nitrocellulose that the Ex-

plosives Company he was then working for was producing

and which they no longer had a market for when the War
ended. He disclosed using his composition for "coating,

filling, and moulding." While the plaintiff and its prede-

cessors have developed uses that Griffiths did not contem-

plate, they could have done the same with Pierson 's compo-

sition as well as Griffiths'. They elected Griffiths because

of the fact that a patent was granted to Griffiths, even

though erroneously, and this they could use to intimidate

competition.

Griffiths' composition was not new. The charge that the

defendants availed themselves of what Griffiths gave to

the world is contrary to the evidence which show^s that the

defendant's composition was developed by the intervener

independently of the Griffiths' disclosure and that it is a

wide departure from what is disclosed in the Griffiths'

patent. Griffiths' claims are so broad that if they cover the

defendant's compositions, they also cover the Pierson and

Oblasser compositions and are thus anticipated by them.

No ex post facto wisdom is necessary to read and under-

stand the Pierson and Oblasser patents and to produce the

same moldable composition therefrom. These claims of the

Griffiths' patent should be struck down as invalid.

A reversal of the District Court is urged.

Respectfully submitted,

FRED H. MILLER,
G. E. STEINER,
Attorneys for Appelknits.
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fNITED STATES CIRCUIT COURT OF APPEALS

FOR THE NINTH CIRCUIT.

o. 8876.

PACIFIC MARINE SUPPLY COMPANY
AND

WEBB PRODUCTS, Inc., Appellants,

V.

THE A. S. BOYLE COMPANY, Appellee.

PETITION FOR REHEARING.

The Plaintiff-Appellee, The A. S. Boyle Company, respectfully

quests this Court to grant a rehearing in this case because of the

llowing errors in the decision:

I The Court's Fundamental Error was in Failing to

Put Itself in the Position of the Man Skilled in the

Art Who Had no Knowledge of Griffiths' Inven-

tion.

A. Having failed to erase from its mind the knowledge obtained

Dm the Grififiths patent and the ingredients which go to make

riflfiths' composition, the Court was able to find in the prior art

itents knowledge which would have been lacking to one who had

)t seen the Griffiths patent. The Court has thus violated its own

lie laid down in /. A. Mohr & Son v. Alliance Securities Co., 14

(2d) 799 (C. C. A. 9, 1926) wherein Judge Gilbert said (p.

K)):

"It is to be borne in mind that the prior art here relied upon

consists entirely of patents, and that when it is sought by

means of prior patents to ascertain the state of the art, 'noth-

ing can be used except what is disclosed on the face of those



patents. They cannot be reconstructed in the light of the in-

vention in suit, and then used as a part of the prior art'. Nay-

lor V. Alsap Process Co., 168 F. 911, 94 C. C. A. 315; Frey v.

Marvel Auto Supply Co., 236 F. 916, 150, C. C. A. 178." ^
B. To show how completely this Court has been misled by its

wrong approach, we respectfully call attention to the testimony of

Carleton Ellis, the patentee of patent No. 999,490, one of the pat-

ents relied on by this Court, who testified in both Griffiths v. Robert-

son before Judge Luhring and again in Boyle v. Harris-Thomas

(referred to in the accompanying brief and printed in the Appen-

dix) and candidly expressed his regret and chagrin in not having

himself discovered Griffiths' composition when he had been soi

close to it.

II. Having Adopted a Wrong Approach This Court

Gave no Weight to Evidence Which Compels the

Conclusion That the Prior Art Had Not Taught

the Public What Griffiths Discovered.

(A). The prior art patents do not, in fact, disclose Griffiths'

composition,

(B) . The following facts prove that the prior art had not taught

the public how to make a wood-base putty before Griffiths did so.

(a) There was nothing like plaintiff's "Plastic Wood" oni

the market before Griffiths' invention.

(b) There was a demand for such material but the public

was obliged to continue the use of putty, molten lead, etc., be-

cause no material equivalent to Griffiths' wood-base putty was

known.

(c) Immediately on appearing on the market the Griffiths'

wood-base putty attained a tremendous commercial success.

(d) Griffiths' wood-base putty is capable of useful employ-

ment for purposes for which there was previously no avail-

able material.



(e) The defendant has adopted the formula of the Grififiths'

patent and not the formulae of the prior art patents.

(f) Defendant's own witnesses, Webb and Roller, were un-

able to make without experimentation a satisfactory wood-base

putty on the basis of the disclosure of the Pierson prior art

patent.

(g) Twenty-five concerns including the defendants, in the

same business as the plaintiff, with the same knowledge of

the prior art, failed to make a wood-base putty until after

Griffiths' composition appeared on the market, and then

promptly copied it in practically identical formula in each

case.

(h) The prior patentees Pierson, Oblasser, Ellis, Merrick

and Thompson also failed to make a wood-base putty, in spite

of the demand for such a material, and after working in the

same field of cellulose plastics or lacquers.

The foregoing facts not only throw doubt on the sufficiency of

the disclosures of the prior art patents so that the Court should

have considered the evidence of commercial success, but they prove

conclusively, we believe, that Griffiths did something different from

previous inventors, that these differences, whether they be small or

great, made the difference between success and failure and conse-

quently that Griffiths made an invention and that the patent is

valid.

This Court thus failed to be guided by and to apply the u^ual

rules, standards and tests for determining when invention exists

which have been laid down by the courts, as embodied in the

above facts.

When there has been a complete revolution in commercial prac-

tice coincident with an alleged invention covered by a patent the

prior art should be scrutinized with unusual care to make certain

that it discloses the invention and in case of doubt, the patent

should be sustained. The maxim ut res magis valeat quam pereat

—the Court should seek to uphold rather than to destroy—should

have been applied.



The Court should have observed the rule laid down by Mr.

Justice Bradley in Loom Co. v. Higgins, 105 U. S. 580 at 591 in a

similar situation:

"But it is plain from the evidence, and from the very fact

that it [the patented construction] was not sooner adopted

and used, that it did not, for years, occur in this light to even

the most skilful persons. It may have been under their very

eyes, they may almost be said to have stumbled over it; but

they certainly failed to see it, to estimate its value, and to

bring it into notice. . . .

Now that it has succeeded, it may seem very plain to any

one that he could have done it as well. This is often the case

with inventions of the greatest merit."

III. The Court Has Failed to Give to the Decisions of

Other Courts Upholding the GriflSths Patent the

Consideration Which the Rule of Comity Requires.

This patent has been previously sustained in the District of

Massachusetts by Judge McLellan in Boyle v. Harris-Thomas, 18

F. Supp. 177, and by Judge Ford in Boyle v. Siegel, 26 F. Supp. 217.

In each of these cases all of the prior art here in question was fully

and carefully considered. The patent in suit was also sustained by

Judge Thomas in Boyle v. Rose, District of Connecticut, a con-

tested case, opinion unreported (see decree, Plfs. Exh. 56 Vol. II, p.

47) . The Griffiths patent was also granted after suit in the

Supreme Court of the District of Columbia (Judge Luhring) and

in this case all of the prior art except the Pierson and Oblasser pat-

ents was considered.

To the weight of these decisions should be added that derived

from the careful consideration given to the case at bar by Judge:

Cushman in the District Court.

We respectfully submit that this Court—in justice to a highly

meritorious and useful invention, should re-examine the question of

invention and the disclosures of the prior art.



Accordingly, the plaintiff-appellee respectfully requests that this

ase be re-heard and that opportunity be given to explain these

latters in detail, to the end that the serious mistakes in the opinion

lay be corrected, and the correct conclusion be adopted as the

ecision of the Court.

Respectfully submitted,

GEORGE P. DIKE,

CEDRIC W. PORTER,

for Appellee.

Boston, Mass., May 9, 1939.

I certify that this Petition for Rehearing is well founded in law

nd fact and that it is not filed for purposes of delay.

GEORGE P. DIKE.
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BRIEF IN SUPPORT OF PETITION FOR
REHEARING.

In the following pages we point out in detail the evidence and

principles of law which have been overlooked and which show that

the Court's approach to the case and conclusions were wrong.

I. The Court's Fundamental Error Lay in its Failure

to Put Itself in the Position of the Man Skilled in

the Art Seeking to Solve Griffiths' Problem and

Who Did Not Already Know Griffiths' solution for

it.

A. In reaching its conclusion here the Court credits the "man

skilled in the art" with an omniscience he does not possess and

which is contrary to human experience. What is obvious must, of

course, be determined under the conditions of actual industrial

life, with the court facing the same problems the engineer faced.

Griffiths when sought to solve this problem did not know the

answer. This Court, when asked to judge the quality of Griffiths'

solution of it, did know the answer. Courts sitting in patent mat-

ters, and not fully in touch with the actual conditions of industrial

life, may fall into this error and therefore must guard continuously

against exercising ex post facto judgment, wisdom after the fact,

or hindsight, and avoid crediting the man "skilled in the art" with

a skill he did not, in fact, possess.

We call attention to the following authorities on the necessity

for divesting the mind of after-acquired knowledge in approaching

a patent case

:

"In ascertaining whether the differences between the device

in question and the prior art are such as would have spon-

taneously occurred to a person skilled in the art if he had been

»
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faced with the problem solved by the new device, it is exceed-

ingly important for the person deciding the question to make

a decided and conscious effort to avoid having his eyes sharp-

ened by the inventor's disclosure. The question of interpret-

ing an alleged anticipating disclosure and of determining

whether a certain change amounts to invention must involve

foresight, not hindsight."

In Diamond Rubber Co. v. Consolidated Rubber Tire Co., 220

U. S. 428, the Supreme Court, by Mr. Justice McKenna said (at

435)

:

"Knowledge after the event is always easy and problems

once solved present no difficulties, indeed, may be represented

as never having had any, and expert witnesses brought forward

to show that the new thing which seemed to have eluded the

search of the world was always ready at hand and easy to be

seen by a merely skillful attention. But the law has other

tests of the invention than subtile conjectures of what might

have been seen and yet was not."

In Pelton Water Wheel Co. v. Doble, 190 F. 760 (C. C. A. 911)

this Court by Judge Gilbert said (at 764) :

"While it seems a very simple matter to overcome the reactive

force of the jet with reference to the governor by changing

the plane of the nozzle, the question of the invention involved

in a combination of which that is an element should be re-

garded as it appeared to those who were skilled in the art who

were called upon to deal with the problem, rather than in the

light of its subsequent solution."

In Lakeshire Cheese Co. v. Shefford Cheese Co., 72 F. (2d) 497

(C. C. A. 7, 1934) Judge FitzHenry said (at 499) :

"Whether a patent involves invention is to be determined in

the light of historical facts rather than what might appear to

be simple in the light of hindsight."



See also:

Ideal Stopper Co. v. Crown Cork & Seal Co., 131 F. 244

at 255 (C. C. A. 4, 1904)

.

Naylor v. Alsop Process Co., 168 F. 911, at 917 and 920,

(C. C. A. 8, 1909)

.

Other cases appear in Appellee's Main Brief pages 42-44.

B. That the Court Has Fallen Into This Fundamental

Error Is Shown Conclusively By Its Crediting

Ellis, Patentee of No. 999,490, with Disclosing

Griffiths' Composition in 1911.

Ellis is one of the outstanding chemists in the United States,

beginning his active career in 1902. He has taken out a thousand

or more patents in his own name and has written several authorita-

tive treatises. He testified in The A. S. Boyle Co. v. Harris-Thomas

as follows:

"Q. 28. In connection with that work did it occur to you

that you could produce with those materials a substance which

would be doughy or putty-like, in the first place, and upon

mere exposure to air would harden to substantially the solid-

ity and rigidity of wood?

A. It has been many times a matter of regret to me that

the Griffiths idea of a putty-like material which would harden

to resemble wood, did not occur to me. Working as I did with

materials of this sort, I had everything at hand to produce the

composition, except that I lacked the concept of a putty of

this type. Unfortunately, I had been brought up, as it were,

with the idea that putty must contain no volatile substances.

I had worked with and made various putties from linseed oil

and the usual mineral matters, such as clay or whiting, and I

had supposed that putty must be free from volatile materials.

As a matter of fact, had I been asked, at the time, whether

it would be possible to make a wood-base putty of this charac-

ter, undoubtedly, I should have said, very emphatically, no.
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because I should have regarded any composition containing

a high proportion of volatile solvent as totally unfeasible as a

putty."

Ellis' testimony in Boyle v. Harris-Thomas and Griffiths v. Robert-

son is printed in full in the Appendix attached hereto, with the

exception of portions dealing with prior art not material in the

present case. Because the Ellis patent was not relied on by de-

fendant at the trial as disclosing Grif!iths' invention (Roller R. pp.

244-6) there was no reason for presenting Ellis as a witness.

II. The Court was Wrong in Stating That The Prior

Art Patents Relied on Disclose Griffiths' Compo-

sition. The Proportions of Ingredients Stated In

the Prior Art Patents Do Not Produce a Composi-

tion Having Griffiths' Properties.

A. Pierson's proportions of filler run from 10 to 64% with the

resulting product ranging from a thin soupy fluid to a dry mass

(Roller Rec. pp. 254 and 259)

.

The disclosure of the Pierson patent (Rec. p. 72) is only as

follows

:

"In carbons, etc., take plastic, [nitrocellulose] 1 part; alco-

hol, 4; ether, 4; charcoal powder, 1 to 16. Lamp black or

plumbago may be substituted for the charcoal, sawdust. . .

may also be substituted for the charcoal, and oil may often be

added to advantage, useful for statuary and moldings . . . and

for other purposes".

Pierson did not suggest the use of any particular propositions.

Even if we overlook the fact that sawdust is not sul!iciently finely

divided to be the equivalent of the wood flour called for by the

Griffiths patent, that no proportions of wood flour to nitrocellulose

and solvent which would produce a doughy, putty-like mass are

given, that there is no reference to the initial consistency, i. e.,

doughy and putty-like, and that there is no reference to the final
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consistency (wood-like) , who would have known how to make

Griffiths' composition from this defective description? This de-

scription teaches only those who have knowledge of Griffiths'

composition how to perform his invention. Exactly the same

statements are true of Oblasser's patents.

Oblasser (Rec. p. 79) describes "an agglomerate" made by mix-

ing a coated liquid with a filler for moulding battery boxes under

pressure, probably with the aid of heat. The patent gives no pro-

portions for the ingredients whatever. There is no justification in

the record whatever for assuming that this product showed Griffiths'

proportions of ingredients and properties or produced Griffiths'

results. (See Esselen Rec. p. 310-311.)

Ellis (Rec. p. 71) was not relied on by the defendant at the trial.

(See Rec. pp. 244-246.) It appears from Ellis' patent and Ellis'

testimony in the Harris-Thomas case, however (Appendix hereto)

,

that in his patent he attempted to make a nitrocellulose or celluloid

of reduced inflammability. It was intended to be worked by using

hot pressing to shape the material. As Ellis testified, to have made

the product doughy and putty-like by the addition of a volatile

solvent would have been a great mistake because it would cause

bad blistering in the hot moulding process. His final product after

hot pressing was flexible, more like leather in general physical

qualities.

Merrick (Rec. p. 73) discloses a filler for shoe bottoms. It was

flexible and not rigid or wood-like. (Esselen Rec. p. 308-9.)

The British patent to Thompson (Rec. p. 85) discloses merely a

thin solution of nitrocellulose of the general type of lacquers.

It is clear beyond question that the prior art patents relied on

do not show Griffiths' composition either in proportion or proper-

ties. The Court is plainly mistaken on this point.

The Court Was Wrong in Stating That a Man Skilled in the

Art Could Tell From the Specifications of Pierson, Oblasser et al.,

as Readily as From Griffiths' Claims What Proportions of the
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Named Ingredients Were Needed to Produce Griffiths' Desired

Result.

The Court stated that Pierson's and Oblasser's specifications

were as definite and specific as are Griffiths' claims here involved

(Opinion pp. 6-7) . Here the Court makes an entirely improper

comparison between Pierson's and Oblasser's specification and

Griffiths' claims. Griffiths' specification gives the detailed propor-

tions and formulae but these are entirely lacking in Pierson and

Oblasser's specifications. Griffiths' claims are, of course, construed

in the light of his specification,* under elementary rules of patent

law, and when so construed, sufficiently define his invention. For

this purpose Pierson's and Oblasser's specifications should have

been compared with Griffiths' specification, not with Griffiths'

claims.

The quotation from Appellee's Brief (p. 48) , while a correct

statement, does not support the Court's conclusion in this respect.

The statement was made in reply to Appellee's argument that

Griffiths' claims were indefinite and functional, within the rule of

General Electric Co. V. Wabash, 304 U. S. 364. But we had pre-

viously pointed out (Brief, p. 47) :

"Griffiths' specification sets forth the specific proportions of

the ingredients required in exact formulae. This was not true

in Pacz."

* Fuller V. Yentzer, 94 U. S. 288 at 288 (1876).

Seymour v. Osborne, 11 Wall. 516 at 547 (1870).

Railroad Co. v. Mellon, 104 U. S. 112 at 118 (1881).

Carnegie Steel Co. v. Cambria Iron Co. 185 U. S. 403 at 432

(1901).
American Fruit Growers Inc. v. Brogdex Co. 283 U. S. 1 at

6 (1930).
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B. Having Adopted the Wrong Approach This Court

Gave No Attention to Evidence Which Compels

the Conclusion that the Prior Art Had Not Taught

the Public What Griffiths Discovered.

The following facts prove that the prior art had not taught the

public how to make a wood-base putty before Griflfiths did so.

This evidence was improperly given no weight. These facts are

the standard tests for determining the existence of invention.

(a) There was nothing like plaintiff's "Plastic Wood" on the

market before Griffiths' invention. (Main Brief, pp. 18-19.)

(b) There was a demand for such material but the public was

obliged to continue to use putty, molten lead, etc. because no

material equivalent to Griffiths' wood-base putty was known (Ap-

pellee's Main Brief, pp. 18-19)

.

(c) Immediately on appearing on the market, the Griffiths' wood-

base putty attained a tremendous commercial success. (Main Brief,

pp. 16-17.)

The Court's opinion said:

"Were the question of novelty a doubtful one, some signifi-

cance might be attached to the claimed commercial success of

appellee's product 'Plastic Wood' manufactured, it is said, in

accordance with the Griffiths' patent. This, however, is not a

doubtful case."

The Court has misunderstood the purpose for which this evi-

dence was offered. It was offered to show that the patents relied

on by the defendant-appellee did not in fact disclose the Griffiths'

invention because if the prior art had disclosed the invention these

patents would have had an effect commercially.

The Court has thus overlooked and arbitrarily rejected evidence

that the Griffiths' composition was the result of invention and was

not obvious. The record is barren of any evidence that appellee's

tremendous commercial success in "Plastic Wood" can be ascribed

to anything except that Griffiths' composition was new, useful and
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filled a long-felt want. Commercial success should be carefully

weighed by the Court and rejected as evidence of invention when it

is in fact due to extensive advertising, a new fad or change in style,

or the development of a new industry which carries with it a host

of minor improvements, as in the Talking Picture Patents cases.*

But this is not the case here. There is no suggestion of anything

of that sort in this record. Tremendous commercial success here

indisputably establishes that the Griffiths' composition was not

obvious and amounted to invention. This evidence ought not to

be ignored. The authorities appear in Appellee's Main Brief (pp.

17-18)

.

(d) Griffiths' wood-base putty is capable of useful employment

and purposes for which there was previously no available material

(Main Brief, pp. 19-20)

.

(e) The defendant has adopted the formula of the Griffiths' pat-

ent and not the formulae of the prior art patents.

As Judge Parker said in Hartford-Empire Company v. Swindell

Bros., Inc., 99 F. (2d) 61 (C. C. A. 4, 1938) , at (p. 63) :

"Nothing can obscure the fact that the result of the inven-

tion embodied in plaintiff's structure has been to revolutionize

the art with respect to annealing the type of glassware pro-

duced by automatic forming machines; and it is the lehr of

this invention which defendants are manufacturing, not the

old unit lehr of the prior art which had failed."

Other cases are cited in Appellee's Main Brief page 26.

(f) Defendant's own witnesses, Webb and Roller, were unable

to make a satisfactory wood-base putty on the basis of Pierson's

disclosure without experimentation.

The Court violated its own rule that a prior art patent to be

effective as an anticipation must describe the invention in such

* Paramount Publix Corp. v. Am. Tri-Ergon Corp. 294 U. S.

464 at 474-6 (1934).

Altoona Publix Theatres, Inc. v. Am. Tri-Ergon Corp. 294 U. S.

477 at 487^88 (1934).
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full, clear and exact terms as to enable any person skilled in the art

to practice it without the necessity of making experiments. (Ap-

pellee's Main Brief, pp. 30, 37-40)

.

(g) Twenty-five concerns, including the defendants, in the same

business as the plaintiff and with the same knowledge of the prior

art, failed to make a wood-base putty until after Griffiths' composi-

tion appeared on the market and then promptly copied it in prac-

tically identical formula in each case.

// it were true that the prior art patents relied on disclose

Griffiths' composition, obviously the defendants and the twenty-

five or more concerns in the same business as the plaintiff which

have put out practically identical compositions within three or four

years after the appearance on the market of plaintiff's "Plastic

Wood" would have produced Griffiths' composition long before

Silbersack testified as to this copying by competitors (Rec. pp.

172-173) . (Main Brief, p. 26.)

(h) Pierson, Oblasser, Ellis, Merrick and Thompson also failed

to make a wood-base putty in spite of the demand for such a mate-

rial and after working in the same field of cellulose plastics or

lacquers.

The great success of plaintiff's "Plastic Wood" and the wide

copying of it by plaintiff's competitors after "Plastic Wood" ap-

peared on the market shows a great demand for an article of this

nature. That demand would have been supplied long ago by the

prior art researches if in fact the Griffiths' composition were obvi-

ous (Main Brief, pp. 32, 40-42)

.

C. The Court Failed to Give to the Decisions of Other

Courts Upholding Griffiths' Patent the Weight

Which the Rule of Comity Requires.

Five able and experienced patent Judges in five different cases

have held the Griffiths' patent valid on practically the same evi-

dence as was before this Court. Their decisions were given no

weight whatever.
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We respectfully submit that the rule of comity* requires that

this Court should re-examine its approach to this case.

These undisputed facts require the Court not to hold the Grififiths'

patent invalid except on the clearest, most conclusive and convinc-

ing evidence. Such evidence was entirely lacking in this case.

The Court has stricken down a useful and meritorious invention

which has benefited the public and many diverse industries and

occupations. It has done so on grounds not supported by the

evidence, and contrary to the settled rules of patent law. It has

unnecessarily destroyed a valuable property right, contrary to the

time-honored principle of law expressed by the maxim ut res magis

valeat quam pereat **

The fact can not be disputed that it was Griflfiths not Pierson,

Oblasser, Ellis, Merrick or Thompson, who solved this diflftcult

problem and gave this new product to the public. Ellis has ex-

pressly admitted he did not discover it. The result is that a plain-

tiff whose initiative and industry has given the public this new and

useful product is deprived of the just reward granted to it by the

patent laws. The defendants, who gave nothing to the public in

research and new discovery, are benefited and allowed to reap

where they have not sown.

We feel certain that the Court will desire to correct a decision

* Mast Foos V. Stover, 177 U. S. 485 at 488-9 (1899).

** In Turrill v. The Michigan Southern Etc., Railroad Co. 1 Wall.

491 (1863) Mr. Justice Clifford said (p. 510):

'Tatents for inventions are not to be treated as mere monopolies,

and, therefore, odious in the eyes of the law; but they are to receive

a liberal construction, and under the fair application of the rule, ut

res magis valeat quam pereat, are, if practicable, to be so interpreted

as to uphold and not to destroy the right of the inventor. {Ryan v.

Goodwin, 3 Sum. C C R. 520)."

See also:

RtMer Co. v. Goodyear, 9 Wall. 788 at 795 (1869).
Eibel Process Co. v. Minnesota & Ontario Paper Co. 261 U. S.

45 at 63 (1922).

Hartford Empire Co. V. Swindell Bros. Inc. 96 F. (2d) 227 at

230, (C. C. A. 4, 1938). On rehearing, 99 F. (2d) 61.
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vhich reaches so unjust a result. We, therefore, respectfully re-

quest this Court to grant a rehearing in this case.

Respectfully submitted,

GEORGE P. DIKE,

CEDRIC W. PORTER,

for Appellee.

Boston, Mass., May 9, 1939.



APPENDIX.

UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF MASSACHUSETTS.

THE A. S. BOYLE COMPANY, Plaintiff,

V.

HARRIS-THOMAS COMPANY and LOW SUPPLY
COMPANY, Defendants.

Appearances

:

Messrs. Dike, Calver & Gray (Cedric W. Porter, Esq., for

plaintiff)

.

(Ellis Spear, Esq., for defendants)

.

Deposition of Carleton Ellis.

Deposition, de bene esse of Carleton Ellis, Esq., of Montclair,

New Jersey, under the provision of a statute of the United States,

Title 28, U. S. Code, section 639-641, before William H. Osborne,

Jr., a Notary Public, at the offices of Messrs. Pitney, Hardin &
Skinner, 744 Broad Street, Newark, New Jersey, on Thursday,

January 2nd, 1936, beginning at 10:30 a.m., pursuant to notice

duly given December 24, 1935; Cedric W. Porter for the plaintiff;

No one appearing for the defendants.

Carleton Ellis being duly sworn according to law on his oath,

testified as follows

:

Direct Examination by Mr. Porter.

Q. 1. You are Carleton Ellis of Montclair, New Jersey? A. Yes.

Q. 2. What is your age and occupation? A. Age, fifty-nine

years; occupation, industrial research chemist.

Q, 3. Did you originally plan to testify in open court in this

case? A. I did, but the date of trial happened to coincide with a

trip which I had long planned and that would take me out of the

United States.

Q. 4. When are you leaving the United States? A. I am leav-
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ng Montclair, New Jersey, starting on this trip January tenth,

1936.

Q. 5. And returning? A. Probably shall return by the middle

3r latter part of March, 1936. My trip takes me to the Bahama
[slands.

Q. 6. In what have you specialized particularly? A. For very

nany years I have devoted my time almost exclusively to indus-

trial research in the field of synthetic resins, nitrocellulose lacquers

ind other lacquers, paints, varnishes and analogous coating compo-
sitions,

Q. 7. Will you state, briefly, your education, training and busi-

ness experience. A. I was graduated from the Massachusetts In-

stitute of Technology in the year 1900, and in the fall of that year

went back to the Institute to serve in the chemical department on
the instructing staff. At the end of two years I opened a laboratory

as a research and consulting chemist, working on and specializing

in particularly the field of varnishes and coating compositions.

I operate a large research laboratory at Montclair, New Jersey,

which is busied, for the most part, with the development of syn-

thetic resins, plastics and coating compositions.

Q. 8. What is the name of that laborator>'? A. The name of the

laboratory is Ellis Laboratories of Montclair, New Jersey.

Q. 9. How many employees? A. How many employees? The
staff varies, from time to time, but there are, probably, at the pres-

ent time, between fifteen and twenty employees. Many of these

are highly trained chemists, seven of them having the title of Phd.,

Doctors of Philosophy.

Q. 10, Will you state, briefly, some of your connections as con-

sulting chemist. A. As a consulting chemist I am retained by the

Standard Oil of New Jersey in the field of petroleum and similar

mineral oils. I am also retained by the Proctor & Gamble Com-
pany of Cincinnati, Ohio, in connection with soaps and vegetable

oils, shortenings and fatty food products. Also, I am a consultant

to the .American Cyanamide Company; particularly, however, to a

subsidiar>' company, controlled by the firm mentioned and known
as the Rezyl Corporation.

Q. 11. Which makes— A. This concern manufactures a large

number of synthetic resins known as rezyls, sold to the paint and
varnish trade to make varnishes and lacquers. Another connection

is with the Unyte Corporation, of New York City, manufacturing
urea formaldehyde, synthetic resins and converting them into mold-

ing compositions, which are extensively used throughout the United
States.

Q. 12. Have you made any inventions in this field and taken out
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letters patent thereon? If so, state approximately how many pat-

ents and in general to what they relate? A. My work in the field

of industrial research chemistry has led to many inventions which
have formed the basis of a series of patents, which patents may
number a thousand or more. Most of these relate to resins, lac-

quers and other nitrocellulose compositions, paints, varnishes, and
the like.

Q. 13. Have you written any treatises on the subject of your
investigation? A. Whenever I become deeply interested in a sub-
ject of research, I make a point to collect the literature on that

subject as completely as possible and have felt, after a time, that

it was my duty to assemble such material in book form for the con-

venience of use by other chemists. This led me to publish a number
of books on technical subjects, relating largely to the field of oils

and resins. One of the first books that I brought out was on
Hydrogenation of oils, published by A. Van Nostrand, New York,
and has gone to three editions, being revised and enlarged for each

successive edition. In 1923 I brought out a volume entitled, "Syn-
thetic Resins and their Plastics".

Q. 14. Published by— A. Published by the Chemical Catalog
Company of New York. And it has had a very extensive sale

throughout the world and, as a result, the publishers asked me if

I would not get out a new edition. Owing to the great activity in

this field, the preparation of manuscript of a new edition has taken

considerable time. The revision was started in 1932 and the sec-

ond edition has just been published, bearing the new title, "The
Chemistry of Synthetic Resins". The publisher is Reinhold Pub-
lishing Corporation, successor to the Chemical Catalog Company
The first edition of "Synthetic Resins" was a volume of about five

hundred pages. The new edition is a two-volume set of over six-

teen hundred pages.

My interest in petroleum chemistry also led me to publish a book
entitled, "The Chemistry of Petroleum Derivatives". This was
brought out in 1934, by the Chemical Catalog Company of New
York. It is a volume of nearly thirteen hundred pages.

Q. 15. Are you the patentee of Ellis Patent No. 999,490, dated

August 1, 1911, for Cellulose-ester composition? A. Yes, sir.

Q. 16. Will you state, briefly, what that ester composition dis-

closed in your patent is, what it was made of and what its charac-

teristics are? A. In 1907 I recognized the importance of nitrocellu-

lose and thought of some means to reduce its inflammability. Re-

search indicated that chlorinated compounds helped to reduce the

hazard and I finally settled on a compound, produced by the re-

action of chloral with caster oil, which I incorporated with nitro

cellulose. The purpose of this work was to make a celluloid of



21

reduced inflammability. A product was made which did have

the characteristics of celluloid and which could be molded and
shaped as celluloid is and although somewhat less inflammable than

ordinary celluloid, had a tendency to become acid and also was
most costly compared with camphor, ordinarily used in making
celluloid, in conjunction with nitrocellulose.

Q. 17. Do I understand correctly that your cellulose-ester com-
position was like celluloid? A. It was very much like celluloid and
had to be worked in the same way by using a hot pressing to shape

the material as celluloid is shaped.

Q. 18. Could this composition of yours have been used satisfac-

torily for the purpose of filling holes or cracks in wood, much in

the same manner as putty is used? A. The composition could not

by any means have been used satisfactorily as a putty. One of

the fillers which I have mentioned in the patent noted is wood
flour, but I found that the latter material stimulated the develop-

ment of acid so that the composition degenerated on standing and
also that the acidity, probably due to development of hydrochloric

acid, attacked metal parts. For various reasons the composition

could not have been used successfully as a putty.

Q. 19. What was the purpose of the addition of the various fillers

you mentioned, such as wood flour, in your composition? A. The
purpose was two-fold: First, as indicated, I was trying to make
a less inflammable celluloid, and, second, I wanted to make it as

cheaply as possible. Hence, I found it expedient to try a number
of fillers, thinking that these would reduce inflammability and also

cheapening the product. The fillers, therefore, were used essentially

as baulking or extending agents.

Q. 20. Was your wood flour filler used to give your composition

a wood-like appearance of composition? A. That was not the pur-

pose. I tested wood flour as a cheapening and baulking agent,

recognizing, of course, that I must not sacrifice the essential ap-

pearance of the celluloid-like molded article, which I was seeking

to make.

Q. 21. Was your composition a doughy, putty-like, plastic com-
position, when it was to be used for molding purposes? A. It was
not of this character, but more of a powder or metal, which was
quite dry, as necessarily had to be the case for hot pressing. The
presence of any volatile solvent in hot pressing articles is extremely

inimical to the production of a good surface. Therefore, in making
molding composition, we always eliminate any volatile solvent for

moisture, as completely as possible. Otherwise blistering of the

molded article would result, causing its rejection. I did try, ac-

cording to my patent No. 999,490, the employment of various vola-

tile solvents to assist in making my celluloid in better blended form.
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The blended solvents were used in a very limited way for the pur-

pose of incorporation, and then these solvents had to be expelled

by heating and drying to prepare the composition for hot pressing.

Q. 22. Did the hot pressing render your composition plastic?

A. Yes.

Q. 23. That was the way it was molded? A. That was the way
it was molded, yes.

Q. 24. Did you intend your celluloid composition to be doughy,
and putty-like for the purposes of your patent? A. No, it would
have been a great mistake for the purposes of the patent to have
used the material in a putty-like form at ordinary temperatures.

This would mean that some solvent was present which created the

softness necessary to give a putty-like body. As stated above, the

presence of volatile solvents in celluloid or in any other molding
composition is highly unfavorable to the production of a good
molded specimen, since that solvent will cause bad blistering and
the molded article will be rejected.

Q. 25. Would your composition harden upon mere exposure to

air to substantially the solidity and rigidity of wood? A. No, it

would not do this, because, primarily, I was seeking to produce a

type of celluloid which had to be flexible, or more like leather in

general physical qualities.

Q. 26. Was your composition a commercial success? A. The
work did not turn out commercially successful, owing, in part, to

the high cost of the chloral compound, and also to the slight acidity

developed in the composition on standing.

Q. 27. Did you abandon the use of this composition? A. Yes.

Q. 28. In connection with that work did it occur to you that you
could produce with those materials a substance which would be

doughy or putty-like, in the first place, and upon mere exposure to

air would harden to substantially the solidity and rigidity of wood?
A. It has been many times a matter of regret to me that the

Griffith's idea of a putty-like material which would harden to re-

semble wood, did not occur to me. Working as I did with mate-

rials of this sort, I had everything at hand to produce the composi-

tion, except that I lacked the concept of a putty of this type. Un-
fortunately, I had been brought up, as it were, with the idea that

putty must contain no volatile substances. I had worked with

and made various putties from linseed oil and the usual mineral

matters, such as clay or whiting, and I had supposed that putty

must be free from volatile materials. As a matter of fact, had I

been asked, at the time, whether it would be possible to make a

wood-base putty of this character, undoubtedly, I should have said,

very emphatically, no, because I should have regarded any com-
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position containing a high proportion of volatile solvent as totally

unfeasible as a putty.

Q. 29. Are you familiar with the plastic composition described

in the Griffith patent in suit, No. 1838618? A. I am.

Q. 30. Would this Griffith composition, have served the purposes

of, or do the work intended by, your composition disclosed in the

Ellis patent, we have been talking about? A. The Griffith's com-

position would not have been satisfactory for that purpose because

of its makeup, which would be such that a celluloid-like surface

could not be secured, but, in all probability, merely a hopelessly

blistered article.

Q.31. Have you given testimony, before, in litigation involving

the Griffith patent application? A. Yes. I testified regarding the

character and nature of the Griffith plastic composition, in 1931,

in a suit brought in the Supreme Court of the District of Columbia,

to compel the issuance of a patent to Griffith.

Q. 32. By reason of that suit and your previous testimony, have

you become familiar with the nine patents which were cited by the

patent office as references against the Griffith application? A.

Those patents are patents to Hyatt and Black, No. 89582; Reagles,

311203; Ellis, 999,490; Merrick, 1,203,229; Black, 1,294,355; Hinze,

1,594,521; Graul, 1,652,363; the British patent to Bulling and Rees,

No. 169,177, of 1922; and the British patent to Mennon, No. 2775

of 1860.

I am familiar with the disclosures of these patents, in a general

way.

Q. 33. Now, taking into consideration the knowledge which is

given by those patents and assuming that you had that informa-

tion on November 17, 1923, which is the filing date of the Griffiths'

patent in suit, and assuming that you had the ordinary information

that was available to a person skilled in the art of making nitro-

cellulose compounds, at that time, and knowing that there was a

demand for such substances as putty, shellac, sawdust, melted lead,

and the like, to fill up holes in wood, would, in your opinion, the

patents that I have referred to, have suggested to you the desir-

ability of a wood-base putty or grainless wood or how to make it?

A. I do not find any disclosure in these patents which would sug-

gest the idea of a grainless wood putty or how such a product

should be made.

Q. 34. Do you find, among those patents, anything that teaches

you how to make a grainless wood putty, which is, at first, doughy

and plastic and then which dries on mere exposure to air to sub-

stantially the rigidity and solidity of wood? A. I do not find any

disclosures in these patents which even suggest such a product. . . .
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United States of America.

District of New Jersey,

County of Essex, ss:

I, William H. Osborne, Jr., a Notary Public of the State of New
Jersey, do hereby certify that on the 2nd day of January, 1936,

between the hours of 10:30 and 12:00 in the forenoon, at the office

of Pitney, Hardin, & Skinner, 744 Broad Street in the City of

Newark, County of Essex and State of New Jersey, pursuant to the

notice hereto annexed, which was issued and served in the cause de-

pending in the United States District Court for the District of Mas-
sachusetts wherein the A. S. Boyle Company is plaintiff and Harris-

Thomas Company and Low Supply Company are defendants, in

Equity No. 4091, I was attended by Carleton Ellis, the witness

named in said notice, and Cedric W. Porter, of Dike, Calver &
Gray, as counsel for the plaintiff, no one appearing on behalf of

the defendant, and the said Carleton Ellis being by me first duly

cautioned and sworn to testify the truth, the whole truth and noth-

ing but the truth concerning the matters in controversy in said

suit, and being carefully examined, deposed and said as in the

foregoing annexed deposition set out.

I do further certify that said deposition was taken stenographic-

ally and was then and there reduced to typewriting by Roger E.

Salmon, an official court reporter in the State of New Jersey,

under my personal supervision, and after it had been reduced to

typewriting was read over by the said witness, after which it was
subscribed by the witness, and the same has been retained by me
for the purpose of sealing up and directing the same to the clerk

of the Court as required by law.

I further certify that the reason why the said deposition was
taken was that the said witness resides more than one hundred

miles from the place of trial, to wit: In the Town of Montclair,

County of Essex and State of New Jersey.

I further certify that notice was given to counsel for the defend-

ants of the taking of said deposition, as appears by acknowledg-

ment of service endorsed upon the original notice hereto annexed.

I further certify that I am not of counsel or attorney to any

of the parties nor am I related by blood or marriage to any of them,

nor am I interested directly or indirectly in the event of the cause.

I further certify that the fee for taking said deposition, the sum
of $22.00, has been paid to me by the plaintiff and the same is just

and reasonable.

Witness my hand and official seal this 8th day of January, 1936.

Wm. H. Osborne, Jr.

[seal] Notary Public of New Jersey.

i



IN THE SUPREME COURT OF THE DISTRICT OF
COLUMBIA.

In Equity No. 50,185.

MANFRED E. GRIFFITHS, et al., Plaintiffs,

V.

THOMAS E. ROBERTSON, COMMISSIONER OF PATENTS,
Defendant.

Washington, D. C, Wednesday, May 27, 1931.

The above-entitled matter came on for hearing before Mr. Jus-

tice O. R. Luhring at 10 o'clock A. M.

Present

:

On behalf of the Plaintiffs: George P. Dike, Esq., and A. V.

Cushman, Esq.

On behalf of the Defendant: T. A. Hostetler, Esq.

Carleton Ellis

was thereupon produced as a witness for and on behalf of the

Plaintiffs; and, having been first duly sworn, was examined and

testified as follows:

Direct Examination by Mr. Dike.

Q. What is your name? A. Carleton Ellis.

Q. Your age? A. Fifty-five.

Q. Residence and occupation? A. Residence, Montclair, N. J.;

occupation, research chemist and consultant to a few concerns.

Q. In what have you specialized particularly? A. Since 1900

I have specialized very largely in plastics, including that of cellu-

lose in its various forms, coating compositions, oils and the like.

Q. Very shortly what is your education, training and experi-

ence? A. I was graduated from the Massachusetts Institute of

Technology in the chemistry course in 1900 and remained two

years with the Massachusetts Institute of Technology, on the in-

structing staff in the chemical department. Then I became a con-

sultant and have been following research chemistry and consult-

ing work ever since. I am consultant to a number of large con-

cerns, including the Standard Oil Company of New Jersey, and

I serve as a member of the Chemical Committee of that company.

Q. Have you ever written at all on the subject of plastics? A.
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I have prepared a treatise on the subject of plastics, which I

beheve is considered authoritative. I have also published various

papers.

The Court: What is the title of this treatise?

The Witness : Synthetic Rosins and Other Plastics, published

in 1923, by the Van Nostrand Company of New York.

Q. (By Mr. Dike) : You are the patentee of patent No. 999,490,

dated August 1, 1911, for a cellulose ester composition. Defendant's
Exhibit C? A. Yes.

Q. Will you state shortly what that ester cellulose composition

is, what it was made for, and what its characteristics are? A. It

was my object in 1907 to try to reduce the inflammability of

nitrocellulose, and I sought for some compound to mix with it

which would reduce the inflammability more or less. I found that

by treating castor oil with chloral I had a softening agent for

nitrocellulose which would reduce the inflammability. I attempted
to make a composition which I could mold into various shapes by
hot pressure in the same manner that celluloid is shaped under
present practice. In the course of that work I tested the effects

of certain fillers, and among these was wood flour.

I found to my surprise, however, that wood flour tended to

render the composition acid through some obscure reaction, and
that such compositions would affect metals, corroding them, not

greatly but sufficient to be objectionable.

In the course of that work I also employed certain solvents to

obtain a better blending of the chloral compound in the nitro-

cellulose, and I mention in the patent that I used acetone and
similar volatile solvents. But these were not used for the purpose

of making a dough-like composition which would have been inimi-

cal to the production of a good plastic.

A plastic which has to be hot pressed should be free from sol-

vent, otherwise blistering occurs. So I attempted to get a granular

form of material free from solvents which when hot pressed would

give me a product resembling celluloid but with diminished in-

flammability. This patent was the result of that work.

Q. Was it a success? A. I regret to say it was not a success for

several reasons. One was the high cost of the choral compound.

One was this difficulty from slight acidity, and various other con-

ditions which arose and made it uncommercial.

Q. So you abandoned it, practically? A. I had to give it up,

yes.

Q. In connection with that work did it occur to you that you

could produce with those materials a substance which would be

doughy or putty-like in the first place and on air hardening would
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become wood-like? A. I regret to say that it did not. I should

feel myself quite fortunate if I had thought of that idea at the

time, because I had materials in front of me with which I could

liave made the wood base putty of Griffiths. But I did not have
the concept that a dough-like material could be made which would
harden on drying quickly and serve as a filling material for holes

and cracks, and so forth. In fact, if I had been asked at the time

whether or not a wood-base putty of this character could have
Deen made in this way, I should have said no, I do not think it

;ould be. I should have regarded it as impracticable. It would
not have looked feasible to make anything from a material like

«^ood flour, nitrocellulose and volatile solvents which could be

ivorked like putty.

So I was quite surprised a few years ago when I first ran across

;his product of Griffiths and worked a little bit with it in my
lome to fill up some cracks in a door to discover that it was made
from wood flour and nitrocellulose and solvent.

Ordinarily I would have expected at that time that shrink-

age would have been so serious a matter that there would have
Deen no true putty-like effect. Ordinary putty made from whiting

and linseed oil is a very dense material and has nothing to evapo-
rate

; and in the old days we supposed that a putty had to be some-

Jiing that contained nonvolatile materials, but Griffiths has demon-
strated that putties can be made even though volatile solvents are

Dresent.

Q. Are you familiar with the nine patents which were discussed

Dy Dr. Esselen and which are Exhibits A to I, inclusive? A. I

mow of their general composition.

Q. Now, taking into consideration the knowledge which is

jiven by those patents, and assuming that you had that informa-

;ion on November 17, 1923, and the ordinary information that

Nas available to a person skilled in the art of making nitrocellulose

:ompounds at that time, and knowing that there was a demand
:or such substances as putty, shellac, sawdust, melted lead and the

ike to fill up holes in wood, would, in your opinion, the patents

liat I have referred to have suggested to you the desirability of

vood-base putty or grainless wood, or how to make it? A. They
;vould not have suggested such an idea, nor would they have
:aught one how to make such a product.

The Court: As a matter of fact, did you not have those patents
Defore you when you were experimenting with your own business?
The Witness: I had some of them, to be sure, but not all of

:hem. Most of them are of a later date than my patent.

Q. (By Mr. Dike) : They are all before the date in 1923? A.
Yes.

\
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Mr. Dike: I used the date 1923, which is the date of the

Griffiths application, but Mr. Ellis' patent goes back to 1907 I

might add that under the Patent Law a person skilled in the art

is theoretically charged with a knowledge of all issued patents.

Q. (By Mr. Dike) : Do you find among those patents any that

teaches you how to make a grainless wood which is first plastic and
doughy-like and then on drying in the air becomes hard like wood?
A. I do not.

Mr. Dike: That is all.

Mr. Hostetler: No cross-examination.
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In the District Court of the United States,

for the District of Oregon

No. B-18784

In the Matter of

GUARANTY TRUST COMPANY, a corpo-

ration, and NATIONAL INVESTMENT
COMPANY, a corporation, its affiliate,

Bankrupts.

INVESTORS SYNDICATE, PORTLAND TRUST
AND SAVINGS BANK, Trustee, and MET-
ROPOLITAN LIFE INSURANCE COM-
PANY,

Appellants,

vs.

LLOYD R. SMITH, Trustee in the Matter of

Guaranty Trust Company, a corporation, and

National Investment Company, a corporation,

its affiliate, Bankrupts, GESINA KING,
HELEN WINSOR JOHNSON, BERT WHY
and ELSA STRATHMAN, Petitioning Cred-

itors, MRS. GOW WHY, CONRAD BAURIE-
DEL, IDA ISABELL NEILSON, GEORGE
J. and EMMA C. FOURIER, JAMES T.

JONES and LOUIS KNUTSON, Intervening

Creditors, and RALPH A. COAN and S. J.

BISCHOFF,
Appellees.
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CITATION ON APPEAL
To Lloyd R. Smith, Trustee in the Matter of Guar-

anty Trust (Company, a corporation, and Na-

tional Investment Company, a corporation, its

affiliate. Bankrupts, Gesina King, Helen Win-

sor Johnson, Bert Why and Elsa Strathman,

Petitioning Creditors Mrs. Gow Why, Conrad

Bauriedel, Ida Isabell Neilson, George J. and

Emma C. Fourier, James T. Jones and Louis

Knutson, Intervening Creditors, and Ralph A.

Coan and S. J. Bischoff, and each of you

Greeting

:

You, and each of you, are hereby cited and ad-

monished to be and appear in the United States

Circuit Court of Appeals, for the Ninth Circuit,

to be held in the City of San Francisco, in the

State of California, in said Circuit, within thirty

days from the date of this wi'it, pursuant to a

Petition on Appeal and Assignment of Errors filed

jointly and severally by Investors Syndicate, Port-

land Trust and Savings Bank, Trustee, and Metro-

politan Life Insurance Company, and each of them,

in the Clerk's Office of the District Court of the

United States, for the District of Oregon, In re

Matter of Guaranty Trust Company, a corpora-

tion, and National Investment Company, a corpo-

ration, its affiliate. Bankrupts, to show cause if any

there be why the order rendered in said cause on

the 8th day of June, 1938, sustaining the exceptions
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of the petitioning and intervening creditors and of

Ralph A. Coan and S. J. Bischoff to the Conclu-

sions of Law numbered from one to ten inclusive

of the Report of the Special Master on file in said

proceedings, and holding that the rentals in the

hands of the Trustee in Bankruptcy collected from

mortgaged properties constitute general assets ap-

plicable for the payment of expenses of adminis-

tration and the claims of the general creditors, as

in said Petition on Appeal, should not be corrected,

and why speedy justice should not be done to the

parties in that behalf.

Witness the Honorable James Alger Fee, Judge

of the United States District Court, for the District

of Oregon, this 1st day of July, 1938.

JAMES ALGER FEE
United States District Judge

Service of the within Citation and receipt of

a copy thereof, admitted the 5th day of July, 1938.

McCAMANT, THOMPSON,
KING & WOOD

Of Attorneys for Lloyd R. Smith,

Trustees in Bankruptcy

S. J. BISCHOFF & RALPH A. COAN
Attorneys for Petitioning and

Intervening Creditors

S. J. BISCHOFF & RALPH A. COAN
Appellees

[Endorsed] : Filed July 5, 1938.
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['I'itlo of District Court and Cause.]

AGREED STATEMENT OF THE CASE
UNDER EQUITY RULE 77

It is hereby stipulated by and between the par-

ties to this appeal tliat the questions presented by

this appeal can be determined by the Appellate

Court without an examination of all of the plead-

ings and evidence, and that the following is a state-

ment of the case showing how the questions arose

and were decided in the District Court, and sets

forth only so much of the facts alleged and proved,

or sought to be proved, as is essential to decision

of such questions by the x\ppellate Court:

This cause arises on appeal from an order of the

District Court dated June 8, 1938, sustaining ex-

ceptions to the Special Master's report dated No-

vember 14, 1936, filed November 16, 1936, which

order is part of the record on this appeal.

The present bankruptcy proceedings were insti-

tuted on January 29 1934, [1*] by filing of an in-

voluntary petition in bankruptcy against Guaranty

Trust Company, which proceedings shortly there-

after were extended to include and made to apply

to National Investment Company, a wholly owned

corporation affiliated with Guaranty Trust Com-

pany. While such proceedings were pending on

such involuntary petition, and before adjudication

in bankruptcy, to wit, on July 11, 1934, a supple-

mental answer of Guaranty Trust Company was

*Page numbering appearing at the foot of page of original certified

Transcript of Record.
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filed to the original involuntary petition and an

intervening petition, praying for reorganization of

the alleged bankrupt under Section 77B of the

Bankruptcy Act. On the same date an ex parte

order was entered to the effect that said supple-

mental answer was filed in good faith under Sec-

tion 77B, and the entire matter was referred to

Roy F. Shields, Special Master, to have hearings

thereon and to make his report to the Court. There-

after, pursuant to due notice to creditors, a hear-

ing was held before the Special Master on August

2, 1934. By the Special Master's Report filed August

13, 1934, it appears that among the parties present

at such hearing were the attorneys for the appel-

lants herein, who "appeared and announced that

they intended to appear specially in behalf of the

several creditors holding mortgages upon the sev-

eral parcels of real property oTvued by the alleged

bankrupt and/or its affiliated corporation, the Na-

tional Investment Company". The Special Master's

report further set forth that the petitioning and

intervening creditors as well as the mortgage cred-

itors, including appellants herein, opposed the con-

tinuance of the alleged bankrupt in possession of

the assets and business of the corporation. Said

report further shows that at an adjourned hearing

there was filed with the Special Master by counsel

for appellants, written objections to the plan of

reorganization embodied in said supplemental an-

swer of the debtor, and oral objections to the con-

tinuance of the bankrupt in possession during the
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pendency of the proceedings. The Special Master

foimd that it was for the hest interests of the par-

ties that a trustee be appointed to take possession

of the debtor's assets, and he further found and

recommended

:

^'that a, separate account should be kept by the

trustee of all moneys coming into his hands

from the several sources so that the disposition

of said funds can ultimately be made in accord-

ance with the determination that the Court may
hereafter make as to the ownership thereof,

and in particular that separate account be kept

of the moneys received from the operation of

each of the propei'ties covered by said mort-

gage". [2]

The Master further recommended that

"an order be made and entered herein ap-

pointing a ti'ustee of the property, assets and

business of the alleged bankrupt, with instiTic-

tions that all income, i*evenue and receipts

that shall come into his hands shall be segre-

gated and handled as above suggested".

The Court, on August 13, 1934, confinned the

foregoing report and appointed a trustee to take

possession of the pi'operty, assets and business of

the debtor companies, with authority to manage,

operate and conti'ol the property ajid assets coming

into his possession, which order further states:

''Ordered that the said Trustee will keep

separate accoimts of all moneys coming into his
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possession from each of the several properties

of the debtor or its said affiliate, and that the

trustee's accounts shall be kept so that all in-

come and revenues received and expense in-

curred in the operation of each of such prop-

erties can at all times be ascertained and seg-

regated."

Owing to the fact that the named trustee did not

qualify, a new order was entered September 10,

1934, appointing C. W. Twining as Trustee, with

power and authority similar to the foregoing and

containing the above quoted provision as to ac-

coimting of moneys. Said trustee qualified.

Prior to the filing of the involim^tary petition in

bankruptcy herein, to wit, under date of August 2,

1933, Portland Trust & Savings Bank, Trustee, one

of the appellants herein filed in the Circuit Court

for Multnomah County, Oregon, two foreclosure

suits on real properties the legal title to which was

vested in Guaranty Trust Company. One fore-

closure covered the apartment house known as

Adele Manor and the other foreclosure covered the

apartment house known as Charmaine Manor, being

numbered in the said Circuit Court 110-661 and

110-662, respectively. The mortgages involved in

these suits were both delinquent as to payment of

principal, interest and taxes, interest being delin-

quent for more than one year and no taxes having

been paid on the mortgaged premises since the year

1929. Each suit was brought for full balance of
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the mortgages, by right of acceleration reserved in

the mortgages. At the time of the filing of these

suits, plaintiff therein applied foi* the appointment

of a receiver, but at the time of hearing said appli-

cation in each of said causes, the Judge of the [3]

stat(^ court entered the following order:

"[Title of Court and Cause.]

ORDER
''This cause coming on regularly for hearing

this 10th da}- of August, 1933, on the order

issued in the above entitled Court and cause on

the 2nd day of August, 1933, requiring the de-

fendant Guaranty Trust Company to show

cause before this Court why an order should not

be entered herein appointing some suitable and

proper person to act as Receiver of the prop-

erty involved in said suit during the pendency

thereof, the plaintiff appearing by its attorney,

Verne Dusenbery, and the defendant Guaranty

Trust Company appearing by its attorney, John

W. Kaste ; and

It appearing to the satisfaction of the Court,

after due hearing and upon said order to show

cause, that the property involved in said fore-

closure suit is an apartment house consisting

of tw^enty-three apartments which are >4elding

a monthly rental income, and that in the opin-

ion of the Court, the interest of all parties to

said suit may be protected by requiring the

defendant, Guaranty Trust Company, to file in
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this Court during the pendency of this suit,

verified monthly accoinits showing all money

received and all disbursements made in the

operation of said apartment house, and to pay

the net income from said property into Court

to be disposed of according to the further or-

der of the Court,, and that the necessity of a

receiver may be thereby dispensed wdth:

It is ordered that on the 12th day of August,

1933, and monthly thereafter on the 12th day of

each and every month during the pendency of

this suit, the defendant Guaranty Trust Com-

pany serve on the attorneys for the plaintiff

and file herein, a verified accoiuit and report

covering the operation of the apartment house

involved in this suit during the preceding month

(the first of said reports covering the period of

time from August 1st to and including August

11th, 1933), showing all rentals and other in-

come received from said apartment house and

all disbursements made on account thereof dur-

ing said a,ccoimting period ; and that said Guar-

anty Trust Company, at the time of filing said

account and report, pay into the Court the net

income derived [4] from said mortgaged prem-

ises during said accounting period, to be held

as a part of the security for said mortgage in-

debtedness and to be applied according to the

further orders of the Court.

Dated this 10th day of August, 1933.

/s/ HALL S. LUSK
Judge"
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Thereafter and prior to banki-uptcy, the State

Court modified said order by providing that Guar-

anty Trust Company might deduct from the net

rentals 20% as compensation for use of furniture

owned by Guaranty Trust Company and situated

in said apartment houses.

On the date of said order and continuing until the

month of June, 1934, (luaranty Trust Company

filed in said state foreclosure suits monthly state-

ments in compliance with said orders and paid to

the clerk of said court the net rentals derived from

said apartment houses, after deductions as afore-

said. These moneys are not involved in the present

proceeding since the bankruptcy court neither re-

quired nor claimed junsdiction thereover.

On January 31, 1934, the District Court made

an order herein to the effect that "all suits, actions,

and proceedings now pending against the alleged

bankrupt be stayed until the entry of an order of

adjudication herein * * *'\ On April 25, 1934,

Guaranty Trust Company hied in the bankruptcy

proceedings a motion, supported by affidavit, for

an order modifying the order of January 31, 1934,

insofar as same affected the said foreclosure suits

of Portland Trust & Savings Bank in the State

Court, niunbered 110-661 and 110-662. Said motion

to modify was granted by an order in the Bank-

ruptcy Court dated April 25, 1934, stating as fol-

lows:

"1. That the alleged bankrupt shall not be

restrained from complying with the order of
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the Circuit Court of the State of Oregon, en-

tered in the aforesaid foreclosure proceedings,

requiring it to pay into Court monthly the net

proceeds derived from the operation of the

properties described in the foreclosure pro-

ceedings.

2. That the parties to the two foreclosure

proceedings pending in the C^ircuit Court of

the State of Oregon, for Multnomah County,

respectively numbered 110661 and 110662, shall

be and they hereby a,re permitted to continue

the prosecution proceedings, with leave, how-

ever, to renew the [5] application for a stay of

said proceedings."

Upon the institution of 77B proceedings herein

in June 1934, Guaranty Trust Company continued

to make monthly reports of receipts and disburse-

ments derived from said apartment houses, but in-

stead of filing same with the clerk of said court, de-

livered same to John W. Kaste, general counsel for

Guaranty Trust Company, and paid to him from

month to month the amount of said net rentals. Said

monthly reports and net rentals were received and

held by John W. Kaste, he being uncertain to whom
said funds belonged, imtil possession of said mort-

gaged premises was taken by the Trustee in Bank-

ruptcy herein on September 11, 1934. Thereafter,

until November 1934, C. W. Twining as such Trus-

tee in Bankruptcy, paid over to said Kaste the net

monthly rentals derived from said apartment houses
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with the intention that same be paid to the clerk

of the court in which said foreclosure proceedings

were pending. In this manner there was accumu-

lated in the hands of John W. Kaste the sum of

$2050.00, from which had been deducted 5% man-

agement fee, but without deduction for use of furni-

ture. After the month of November 1934 said

Trustee made no further payments to said Kaste on

account of rentals on Adele Manor or Chai-maine

Manor apartments, but retained same. Later, pur-

suant to order of the District Court in the bank-

ruptcy proceedings, said sum of $2050.00 was paid

by Kaste to said Trustee and has ever since been

retained by the Trustee and his successors in office.

All moneys collected by the Trustee herein and his

successors in office, by way of rental from the Adele

Manor and Charmaine Manor apartments, mort-

gaged to Portland Trust and Savings Bank as

aforesaid, have been placed and are still held in a

separate bank account, and the Trustee has reported

of record that all of said rentals so collected by the

Trustee aggregate the sum of $7709.00, for which

the present Trustee holds certificates of deposit in

The Bank of California.

At the hearing before the Special Master, Novem-

ber 20, 1935, S. J. Bischoff, one of the attorneys for

the Petitioning and Intervening Creditors, was

sworn and examined as a witness on his own behalf

by Ralph Coan, who was also attorney for the Peti-

tioning and Intervening Creditors, and was cross-

[6] examined by John W. Kaste, attorney for the
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debtor, as follows: (At said hearing it was stipu-

lated by all parties that all evidence presented at

said hearing, insofar as applicable, might be con-

sidered for or against any petition then being

heard)

"Q. Did Jay Moltzner ever call you from

the directors' room?

"A. Yes, he did; he called me up to inquire

the amoimt of money that was on hand with the

trustee.

"Q. And did you tell him over the telephone

that you w^ould find out from Mr. Twining in a

few minutes and call him back?

"A. I told him that we would try to get the

figures from Mr. Twining and phone him, in

fact I told him that I was busy at the time and

I would have Mr. (/oan communicate with Mr.

Twining.

"Q. And did you get the figures from Mr.

Twining and telephone them to Mr. Moltzner?

*'A. I don't know. Mr. Coan handled that.

"Mr. Coan: You can put me in the record

as saying I did.

"Mr. Kaste: And did you thereupon tele-

phone to Mr. Moltzner the amount of money

which was in the trust fund ?

"Mr. Coan: No, I told him the informa-

tion I had received from Mr. Twining.

"Mr. Kaste: And what was that informa-

tion that you received from Mr. Twining as

to the amount of money that was in the trust



Lloyd R. Smith, et al. 16

fund? By 'trust fund' I mean money that

had heen segregated and held apart as money

for the mortgagees.

''The Witness: Is that question directed

to me or Mr. Coan.

"Mr. Kaste: You said you didn't know.

"Mr. Coan: You had better have me
sworn.

"The Special Master: Well, counsel is just

asking you, I suppose.

"^Ir. Coan: All right. I think about six

thousand dollars as I remember it.

"Mr. Kaste: You got that information

from Mr. Twining?

"Mr. Coan: Over the telephone.

"Q. (By Mr. Kaste): Now, Mr. Bischoff,

why was the money in the trust fund brought

into the picture of a proposed settlement ? Was
it for the purpose of having the officers of the

corporation use the trust fund for the purpose

of making a settlement with you?

"A. I don't know why Mr. Moltzner wanted

that information, but in the course of our con-

versation the question of how they were to pay

the settlement arose and we told Mr. ^loltzner

that mider no circimistances would we be a

party to any proceedings contemplated taking

any money on deposit ; that if they wei*e going

to make a settlement it would have to be wiih.

funds coming from an independent source."
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By the present appeals each of the appellants, as

mortgage creditors, seeks to assert its claim to all

rents and profits collected or received by the Trus-

tee of this bankrupt estate from the respective

mortgaged properties, less management fee and fur-

niture rental. The claims so aserted are as follows

:

[7]

Portland Trust and Savings Bank under date of

February 5, 1935, duly served and filed in the bank-

ruptcy proceedings a verified petition for rents and

profits which, omitting formal parts, is as fol-

lows: [8]

[Title of Court and Cause.]

PETITION OF PORTLAND TRUST AND SAV-
INGS BANK, TRUSTEE, FOR ORDER
DIRECTING PAYMENT OF RENTS AND
PROFITS

Comes now Portland Trust and Savings Bank,

Trustee, and respectfully petitions the Court for

an order requiring John W. Kaste, the attorney

for the alleged bankrupt, and C. W. Twining, Trus-

tee in Bankruptcy, to pay rents and profits of real

property hereinafter described, and in support of

said petition alleges:

I.

That petitioner now is, and at aU times herein

mentioned has been, a savings bank and trust com-

pany organized under the laws of the State of

Oregon, transacting business in Portland, Mult-

nomah Comity, Oregon.
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That C. W. Twining is the duly appointed, quali-

fied, and acting Trustee in Bankruptcy under order

entered herein pursuaait to the pro\asions of Sec-

tion 77B of the National Bankruptcy Act.

That John W. Kaste now is, and at all times

herein mentioned has been, an attorney of record

in the above entitled cause for Guaranty Trust

Company, the alleged bankiiipt, and National In-

vestment Corporation, its affiliate.

II.

That on or about the 28th day of March, 1928,

Harry Alittleman and Helen R. Mittleman, for a

valuable consideration executed and delivered to

Portland Trust and Sa^^ngs Bank, as Tmstee,

seventy-nine promissory notes, dated on that day,

whereby they promised to pay to said Portland

Trust and Savings Bank the sum of $52,500.00, ac-

cording to the tenor and effect of said promissory

notes.

That on or about the 30th day of March, 1928,

the said Harry Mittleman and Helen R. Mittleman

were the owners in fee simple of that certain real

property situated in the City of Portland, Mult-

nomah County, Oregon, and described as Lots num-

bered Thirty (30), and Thirty-four (34), in Cedar

Hill, an addition within the corporate limits of the

City of Portland, and for a valuable consideration

to them in hand paid the said Hariy Mittleman and

Helen [9] R. Mittleman executed and delivered to

Portland Trust and Savings Bank a mortgage in-



18 Investors Syndicate et al. vs.

strument in writing, whereby said real property

was mortgaged to petitioner to secure the payment

of the above described promissory notes, and said

mortgage was recorded on the 2nd day of April,

1928, in Book 1320, at page 261 of the Mortgage

Records of Multnomah County, Oregon. That the

balance unpaid on said mortgage indebtedness is

the sum of $48,500.00, with interest thereon at

seven per cent per annum from the 5th day of

December, 1932.

III.

That on or about the 17th day of July, 1928,

HaiT}^ Mittleman and Helen R. Mittleman, for a

valuable consideration, executed and delivered to

Portland Trust and Savings Bank, as Trustee,

seventy-one promissory notes, dated on that day,

whereby they promised to pay to said Portland

Trust and Savings Bank the sum of $50,000.00, ac-

cording to the tenor and effect of said promissory

notes.

That on or about the 17th day of July, 1928, the

said Harry Mittleman and Helen R. Mittleman were

the owners in fee simple of that certain real prop-

erty situated in the City of Portland, Multnomah

Coimty, Oregon, and described as Lots numbered

Twenty-nine (29) and Thirty-five (35), in Cedar

Hill, an Addition within the corporate limits of

the City of Portland, Multnomah Coimty, Oregon,

and for a valuable consideration to tliem in hand

paid, the said HajTy Mittleman and Helen R.

Mittleman executed and delivered to Portland Trust
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and Savings Bank a moi-tgage instrument in \\'Titing,

whereb}^ said real property was mortgaged to peti-

tioner to secure the payment of the above described

promissory notes, and said mortgage was recorded

on the 18th day of July, 1928, in Book 1345, at page

209 of the Mortgage Records of Multnomah County,

Oregon. That the balance unpaid on said moi-tgage

indebtedness is the sum of $47,000.00, with interest

thereon at seven per cent per annimi from the 17th

day of October, 1932.

IV.

That Poi^land Trust and Savings Bank, as Trus-

tee, has been at all times herein mentioned, and now

is, the owner and holder of the promissoiy notes

and mortgages described in paragi'aphs II and III

hereof, and has full power and authority to collect

and foreclose the same. That the tracts of real prop-

erty [10] covered by and described in the foregoing

mortgages have been by mesne conveyances trans-

ferred and conveyed to Guaranty Trust Company,

a coi'poration, and said Guaranty Trust Company

has assumed said mortgages and agTeed to pay the

indebtedness secured thereby.

Y.

That the said Harry Mittleman and Helen R.

Mittleman and Guaranty Trust Company, a cor-

poration, failed to make the payments of principal

and interest due under the teiTus and pro\isions of

said promissory notes and mortgages as the same

became due and payable, and by reason of said de-



20 Investors Syndicate et al. vs.

faults, the petitioner filed on August 2, 1933, two

separate suits to foreclose said mortgages in the

Circuit Court of the State of Oregon for Multnomah

County, one of said suits being cause number 110661,

entitled Portland Trust and Savings Bank, a corpo-

ration, Trustee, Plaintiff, vs. Harry Mittleman and

Helen R. Mittleman, husband and wife, Kate B.

AVinsor, Guaranty Trust Company, a corporation

and Washington Mutual Savings Bank, a corpora-

tion, Defendants, for the foreclosure of the mort-

gage described in paragraph II hereof, and the

other of said suits being cause number 110662, en-

titled Portland Trust and Savings Bank, a corpo-

ration. Trustee, Plaintiff, vs. Harry Mittleman and

Helen R. Mittleman, husband and wife. Guaranty

Trust Company, a corporation, and Washington

Mutual Savings Bank, a corporation. Defendants,

for the foreclosure of the mortgage described in

paragraph III hereof. That answ^ers to the com-

plaints in said suits have been filed on behalf of the

various defendants thereto, including Guaranty

Trust Company, and said suits are still pending in

said Court awaiting trial.

VI.

That at the time of the commencement of said

suits the plaintiff' moved the Court in each of said

suits foi' the appointment of a receiver to take

charge and possession of the mortgaged premises

and to coUect the rents, issues, and profits there-

from and apply the same according to the order of



Lloyd R. Smith, et al. 21

the Court. That said motion for receiver was based

upon the fact that the said mortgaged premises in

each case were improved by an apartment house

which was rented to various tenants and was yield-

ing and capable of yielding a substantial sum in

rentals, and upon the further gromid that it is pro-

vided in said nioi-tgages [11] that in the event of

default in the payment of the principal and in-

terest provided for in said notes and mortgages and

the institution of foreclosure proceedings, a re-

ceiver should be forth^^'ith appointed to collect the

rents, issues, and profits from the mortgaged prem-

ises and apply the same according to the order of

the Court, said rents and profits having been spe-

cifically mortgaged and hypothecated as a part of

the security for said mortgage indebtedness. That

said motions for the appointment of receivers in

said foreclosure suits came on for hearing on the

10th day of August, 1933, the plaintiff appearing

by its attorneys, Cruni & Dusenbery, and the de-

fendant. Guaranty Trust Compam^, appearing by

its attorney, John W. Kaste ; whereupon the Court,

in heu of appointing a receiver in said suits for

the collection of the rents, issues, and profits de-

riving from said mortgaged premises, made and

entered an order in each of said suits, dated August

10th, 1933, providing that in the opinion of the

Court the interest of all parties to the suit would

be protected by requiring the defendant. Guaranty

Trust Company, to file in said Court during the
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pendency of said suits verified monthly accounts

showing all money received and all disbursements

made in the operation of said apartment houses,

and to pay the net income from said property into

Court to be disposed of according to the further

order of the Court; and the Court thereby ordered

that on the 12th day of August, 1933, and monthl}^

thereafter on the 12th day of each and every month

during the pendency of said suits, the defendant,

Guaranty Trust Company, serve on the attorneys

for the plaintiff and file in said suits a verified

account and report covering the operation of said

apartment houses involved in said suits during the

preceding month, the first of said reports covering

the period of time from August 1st to and including

August 11th, 1933, showing all rentals and other

income received from said apartment houses and all

disbursements made on account thereof during said

accounting period; and that said Guaranty Trust

Company at the time of filing said accoimt and re-

port, pay into said Court the net income derived

from said mortgaged premises during said account-

ing period, to be held as a part of the security for

said mortgage indebtedness and to be applied ac-

cording to the further orders of the Court. [12]

That thereafter the ordei's above described re-

quiring Guaranty Trust Company to pay all of the

net rentals derived from said mortgaged premises

into Court, were modified by subsequent orders of

said Court entered in said foreclosure suits, whereby

the Guaranty Trust Company was granted the right

to retain from the net monthly rentals received
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from said mortgaged premises an amount equiva-

lent to twenty per cent thereof as compensation for

the use of tlie furniture and fixtures contained in

said apartment houses and belonging to said Guar-

anty Trust Company. And said orders for the pay-

ment of the net rentals derived from said mortgaged

premises, as modified, have been, and now are, in

full force and effect.

VII.

That pursufmt to the orders of Court described in

paragi'aph VI hereof, the said Guaranty Trust

Company and its attorney, John W. Kaste, have

served upon the petitioner and filed in said suits

monthly statements showing the rents, issues, and

profits derived from said premises and the disburse-

ments made therefrom, since the 1st day of August,

1933, and up to and including the 11th day of

May, 1934, and they have paid into the said Circuit

Court of the State of Oregon for Multnomah Coimty

pursuant to said orders of Court the net rentals

derived from said premises. But since the 11th day

of May, 1934, the said Guaranty Trust Company

and its attorney, John W. Kaste, have failed to

serve or file the monthly reports showing the rent-

als received, disbursements made, and the net rentals

accruing from said mortgaged premises, and have

failed to pay said net rentals or any part thereof

into said Circuit Court. That as petitioner is in-

formed and believes, and alleges upon its informa-

tion and belief, Guaranty Trust Company has paid



24 Investors Sipidicate et al. vs.

over to its attorney, John K. Kaste, the net rentals

derived from said mortgaged premises which ac-

crued between the 12th day of May, 1934, and the

time when the control of said mortgaged premises

was delivered to C. W. Twining, as Trustee in

Bankruptcy herein, and that thereafter the said

C. W. Twining, as such Trustee in Bankruptcy,

paid said net rentals to said John W. Kaste until

about the month of December, 1934, and that there-

after said net rentals have been retained by the said

C. W. Twining, as Trustee in Bankruptcy. That

petitioner has demanded of the said John W. Kaste

the [13] payment of the said net rentals into the

Circuit Court of the State of Oregon for Multnomah

County pursuant to the orders of said Circuit Court

herein described, but the said John W. Kaste has

failed and refused to pay the same and has stated

that he will continue to hold said net rentals until

he is directed to pay the same by an order duly

entered in this bankruptcy proceeding.

VIII.

That the said John W. Kaste is connected with

said foreclosure suits and with this bankruptcy

proceeding only in the capacity of attorney at law

representing Guaranty Trust Company and Na-

tional Investment Corporation; that the said John

W. Kaste has no right to, interest in, or claim upon

said fmids, and that the same should be paid into

the Circuit Court of the State of Oregon for Mult-

nomah Comity, pursuant to the terms of said orders
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of Court. That likewise, the net rentals derived

from said mortgaged premises which are now in the

possession of said C. W. Twining, as Trustee in

Bankruptcy, constitute a part of the security for

the mortgages described herein and were duly im-

pounded by orders of Court entered in said fore-

closure suits long prior to the time when this bank-

ruptcy proceeding was instituted, and said funds

should be paid into said Circuit Court.

Wherefore, petitioner prays that an order be en-

tered herein authorizing and directing John W.
Kaste and C. W. Twining, as Trustee in Bankruptcy

herein, to pay to the Clerk of the Circuit Court for

Multnomah County, State of Oregon, all of the net

rentals derived from the mortgaged premises here-

in described, less twenty per cent thereof deducted

for the use of the furniture situated in said premises

and belonging to Guaranty Trust Company, and

further directing that eighty per cent of the net in-

come hereafter derived from said mortgaged prem-

ises by C. W. Twining, as Trustee in Bankruptcy,

or any other Trustee in Bankruptcy herein, be paid

into said Circuit Court ; and for such other and fur-

ther order as to the Court may seem meet and just.

PORTLAND TRUST AND
SAVINGS BANK

By C. W. DeGRAFF
Petitioner

Trustee

CRUM & DUSENBERY
Attorneys for Petitioner [14]
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The detail relating to the mortgages relied upon

by Portland Trust and Savings Bank is as follows

:

Under date of July 17th, 1928, Harry Mittleman

and Helen R. Mittleman, as mortgagors, made, exe-

cuted and delivered to Portland Trust and Savings

Bank, Trustee, as mortgagee, mortgage covering

Lots 29 and 35, Cedar Hill, Portland, Multnomah

County, Oregon, being the Charmaine Apartments.

This mortgage secured a loan of $50,000.00 payable

by 71 promissory notes, all bearing 7% interest,

payable quarterly. Note No. 1 in the amount of

$500.00 was payable July 17, 1930; notes Nos. 2 to 32

in the amount of $500.00 each were payable quar-

terly thereafter; notes Nos. 33 to 52 in the amount

of $750.00 each matured July 17, 1938 ; notes Nos.

53 to 71 for $1,000.00 each matured July 17, 1938.

The right of a,cceleration in case of default was

provided for in the promissory notes and mort-

gages. Each of said mortgages contained the fol-

lowing provision:

"As a part of the security for the sums due

and to become due the Mortgagee hereunder,

the Mortgagor/s do/does hereby convey and

assign all the rent, issues and profits of the

mortgaged property above described from and

after default by the Mortga,gor/s in the pay-

ment of any simis due hereunder, or any other

terms of this mortgage, and in any suit, action

or proceeding to foreclose this mortgage, the

court may, on motion of the party of the second

part, or its assigns, and without notice, appoint
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a receiver to collect the rents and profits issu-

ing out of said premises during pendency of

such foreclosure and until the right of redemp-

tion expires, and such rents and profits shall,

after payment of all necessary expenses, be

applied in payment, pro tanto, of the amounts

due under this mortgage."

The moi-tgage was duly and promptly recorded.

Under date of March 30, 1928, Harry Mittleman

and Helen R. IVIittleman, as mortgagors, made, exe-

cuted and delivered to Portland Trust and Savings

Bank, Ti-ustee, as mortgagee, mortgage on Lots 30

and 34, Cedar Hill, Portland, Multnomah County,

Oregon, being the Adele Manor Apai'tments. This

mortgage secured a loan in the amount of $52,500.00

represented by 79 notes, all bearing interest at 7%,

payable quarterly. Notes Nos. 1 to 33, each in the

amount of $500.00. The first note matured March

28, 1930, and each succeeding note quarterly there-

after. Notes Nos. 33 to 53, inclusive, were for

$500.00 each, maturing March 28, 1938 ; Notes Nos.

54 to 79, inclusive, were for $1,000.00 each, maturing

March 28, 1938. The mortgage provided for acceler-

ation in the event of default under any note and

contained provisions identical with that [15] above

quoted relating to the other moi-tgage between the

same parties. The mortgage was duly and promptly

recorded.

Both these properties thereafter were acquired by

Guaj-anty Trust Company from said mortgagors.
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Metropolitan Life Insurance Company filed a

petition in the bankruptcy proceedings imder date

of October 24, 1934, after duly serving same, where-

in it sought the leave, in a court other than the

Bankruptcy Court, to foreclose the mortgage on

the Mara Villa Apartments, and for an order re-

quiring the Trustee in Bankruptcy to collect and

segregate all rents and profits from said premises

for application as therein prayed for, which peti-

tion, omitting formal parts thereof, is as follows:

[16]

[Title of Court and Cause.]

No. B-18784

PETITION

Comes now Metropolitan Life Insurance Com-

pany by Crum & Dusenbery, its attorneys, and

respectfully petitions the Court for an order per-

mitting petitioner to institute suit for the fore-

closure of the mortgage hereinafter described and

to join the debtor. Guaranty Trust Company, a cor-

poration. National Investment Corporation, a cor-

poration, and C. W. Twining, as Trustee herein,

as parties defendant thereto; and for an order re-

quiring said Trustee to collect and segregate in the

name of Metropolitan Life Insurance Company all

of the rents, issues, and profits from the mortgaged

premises hereinafter described for application upon

said mortgage indebtedness; and your petitioner

respectfully shows to the Court and alleges:
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I.

That petitioner, Metropolitan Life Insurance

Company, is a corporation organized and existing

under and by virtue of tlio laws of the State of

New York;

That the debtor is a corporation organized and

existing imder and by virtue of the laws of the State

of Oregon.

II.

That the petitioner is the owner and holder of a

cei-tain real estate mortgage executed by Irving A.

Duncan and Ethel J. Dmican to Portland Trust

and Savings Bank, and duly assigned to the peti-

tioner herein, bearing date the 17th day of Septem-

ber, 1929, and duly recorded on the 17th day of

September, 1929, in Book 38, on page 27 of the

Mortgage Records of Multnomah County, Oregon.

That said mortgage was given to secure a promis-

sory note of even date therewith for the sum of

$25,000.00, and mortgaged as security for said in-

debtedness real propeity described as Lots numbered

Eleven (11) and Twelve (12), in Block numbered

One Hundred Seven (107), Ir^ington, an Addition

within the corporate limits of the City of Portland,

Multnomah County, Oregon.

III.

That said mortgage indebtedness was by the terms

of said promissory [17] note payable $750.00 on the

first day of September. 1930, and a like pa\Tnent

on the first day of each and every March and Sep-
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tember thereafter until March 1, 1940, when the

balance of the principal of said note should become

due and payable, with interest at the rate of six per

cent per annum payable semi-annually.

IV.

That on the 18th day of July, 1930, the said

Irving A. Duncan and Ethel J. Duncan, for a valu-

able consideration to them in hand paid by Guar-

anty Trust Company, executed and delivered to

said Guaranty Trust Company their w^arranty deed

dated on that date, and recorded on July 18th, 1930,

in Book 86 at page 61 of the Photostat Deed Rec-

ords of Multnomah County, Oregon, wherein and

whereby they conveyed the premises described in

said mortgage to the said Guaranty Trust Company

subject to the mortgage above described, but the

said Guaranty Trust Company did not assume or

agree to pay said mortgage indebtedness; and ever

since the date of said conveyance the said Guaranty

Trust Company has been in possession of said mort-

gaged property and has been collecting the rents,

issues, and profits thereof.

V.

That the said mortgagors and the said Guaranty

Trust Company failed to make the payments pro-

vided for in said promissory note and mortgage but

permitted the same to become delinquent. That the

sum of $2,644.03 has been paid upon the principal

of said mortgage and the interest has been paid to
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the 3rd day of May, 1933, but no other payments

whatsoever have been made thereon and said mort-

gage is in a delinquent condition both as to prin-

cipal and interest pa,yments, the said principal being

delinquent in the amount of $4,105.97, and the said

interest being delinquent since the 3rd day of May,

1933, in the amoimt of $2,120.37 as of October 1st,

1934.

VI.

That according to the terms and provisions of

said mortgage it was agreed that the mortgagors

should pay all taxes and assessments levied and as-

sessed against said premises before the same should

become delinquent, but the said mortgagors and

Guaranty Trust Company have failed to pay the

taxes [18] levied and assessed against said prem-

ises for the years 1930, 1931, 1932, and 1933-34,

and said delinquent taxes now amount to the sum of

$1,929.10, besides interest thereon.

VII.

That said mortgage, in addition to the property

above described, mortgages as security for said debt

the rents, issues and profits derived from said mort-

gaged premises and provides that upon default in

the performance of any of the terms or conditions

of said mortgage the mortgagee shall have the right

to enter into and upon the premises and to take

possession thereof and to collect the rents, issues

and profits thereof and apply the same, less reason-

able costs of collection, upon the indebtedness
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thereby secured, and said mortgage further pro-

vides for the appointment of a receiver to collect

and hold the same.

That said mortgaged property consists of an

apartment house which is rented to various tenants

and is yielding a large amount of revenue, the exact

amount thereof being unknown to this petitioner.

That said rentals as the same accumulate constitute

a part of the security for the petitioner's debt, and

said petitioner has a first lien thereon.

That for a long time last passed said rentals have

been collected by the Guaranty Trust Company and

not applied upon said mortgage indebtedness or the

taxes levied and assessed against the mortgaged

premises, but have been diverted to other uses.

VIII.

That the amount of said mortgage indebtedness

with interest computed to October 1st, 1934, together

with the delinquent taxes against said property, is

the sum of $26,405.34, not including interest upon

delinquent taxes. That the apartment house situated

on said premises has been permitted to deteriorate

for want of proper repairs and maintenance, and by

reason of the depression said property has depre-

ciated in value so that the said mortgage and tax

lien against said property equal or exceed the pres-

ent value thereof, and this petitioner will in all

probability suffer a loss unless the revenues of said

property can be conserved and applied upon said

mortgage indebtedness. [19]
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IX.

That the debtor, Guaranty Trust C'ompany, filed

in this proceeding a plan of reorganization on or

about the 11th day of June, 1934, and thereafter

and on July 11th, 1934, filed its answer containing

a second reorganization plan. That said second re-

organization plan was submitted to various credi-

tors of Guaranty Trust Company and was promptly

rejected. That petitioner is advised and informed

that Guaranty Trust Company has prepared and

submitted to various of its creditors a third reor-

ganization plan and that said plan has not been ac-

cepted by the various mortgage creditors of Guar-

anty Trust Company but that the same has been

rejected by said mortgage creditors and that there is

no reasonable probability that said third proposed

plan wiU be accepted by said creditors.

Wherefore, petitioner prays that an order be en-

tered herein authorizing Metropolitan Life Insur-

ance Company to institute either in the Circuit

Court of Multnomah County, Oregon, or in the Dis-

trict Court of the United States for the District of

Oregon, a suit to foreclose the moi*tgage described

in this petition, and to join as parties defendant to

said suit Guaranty Trust Company, a corporation,

National Investment Coi-poration, a corporation,

and C. W. Twining, as Trustee in Bankruptcy

herein, and requiring the Trustee herein to keep

separate account of and to segregate in the name
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of Metropolitan Life Insurance Company the rents,

issues and profits derived from the mortgaged

premises and property herein described to the end

that the net proceeds therefrom may be paid into

the Court in which such foreclosure suit is insti-

tuted and be applied upon the mortgage indebted-

ness herein described or the taxes levied and assessed

against said premises, in accordance with the fur-

ther order of this Court; and for such other and

further order as to the Court may seem just and

equitable.

CRUM & DUSENBERY,
Attorneys for Petitioner, Metropolitan

Life Insurance Company. [20]

Said mortgage was executed and delivered by

Irving A. Dmican and Ethel J. Duncan, mortgagors,

to Portland Trust and Savings Bank, mortgagee,

under date of September 17, 1929, and was there-

after duly assigned to Metropolitan Life Insurance

Company, and covers Lots 11 and 12, Block 107,

Irvington, Portland, Multnomah Coimty, Oregon.

Said mortgage was to secure repayment of a $25,-

000.00 loan according to a promissory note of even

date payable $750.00 on the 1st day of September,

1930, and a like payment on the 1st day of March

and September thereafter until March 1, 1940, when

the balance of the principal of said note should be-

come due and payable, with interest at the rate of

6% per annum, payable semi-annually. After the
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legal description of the property, the mortgage con-

tains the following provisions

:

*'To have and to hold, the granted premises,

* * * together with all of the rents, issues and

profits of the mortgaged property."

Said mortgage further provides:

''The rents, issues and profits of the mort-

gaged property, to and until maturity of the

indebtedness secured hereby, either by lapse

of time or by reason of default of the Mort-

gagors, shall belong to the Mortgagoi's, but upon

such maturity of said indebtedness for any

cause, the Mortgagee shall have the right forth-

wnth to enter into and upon the mortgaged

premises and take possession thereof, and t(^

collect the rents, issues and profits thereof, and

apply the same, less reasonable costs of collec-

tion, upon the indebtedness hereby secured, and

the Mortgagee shall have the right to the ap-

pointment of a receiver to collect the rents, is-

sues and profits of the mortgaged premises im-

mediately upon default of the Mortgagors and

without notice."

The mortgage was duly and promptly recorded.

Thereafter the property was deeded to Guaranty

Trust Company. This apartment house was unfur-

nished.

Investors Syndicate on October 22, 1934. duly

served and files its petition in the bankruptcy pro-

ceedings for leave to foreclose its mortgages, in a
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court other than the Bankruptcy Court, and to have

the income from the mortgaged premises segregated,

and in support thereof duly served and filed a veri-

fied petition, which, omitting the formal parts, is

as follows: [21]

[Title of Court and Cause.]

No. B-18784.

PETITION IN SUPPORT OF MOTION TO
BRING SUIT AND TO HAVE INCOME
SEGREGATED.

To the Honorable John McNary and James Alger

Fee, Judges of the Above Entitled Court:

The Investors Syndicate, in support of its mo-

tion herein for an order granting it permission to

institute a suit or suits for the foreclosure of its

mortgages as hereinafter set forth, in the District

Court of the United States, for the District of Ore-

gon, and in said suit or suits to make as party de-

fendants thereto the above-named debtor. Guaranty

Trust Company, a corporation, its affiliate, National

Investment Corporation, and C. W. Twining, as

Trustee herein, alleges as follows:

I.

That the Investors Syndicate is a corporation or-

ganized and now existing under and by virtue of the

laws of Minnesota, with its principal place of busi-

ness at Minneapolis in said state and is a citizen of

the State of Minnesota; that the debtor, Guaranty
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Trust Company, and its affiliate National Invest-

ment Corporation are corporations organized and

existing under and by virtue of the laws of the State

of Oregon, and the said Guaranty Trust Company,

National Investment Corporation and (\ W. Twin-

ing are citizens of the State of Oregon. That the

amount of the claim of the Investors Syndicate as

hereinafter set forth in Paragraph VI, exclusive

of interest and costs, exceeds the sum of $3,000.00.

That in the event of the institution of a suit on the

mortgages of the Investors Syndicate it will be

necessary to join as defendants other parties. That

none of said necessary defendants are citizens of

the State of Mimiesota.

II.

That as more fully appears from the records and

files herein an involuntary petition in bankruptcy

was tiled in this court against the above named

Guaranty Trust Company on or about the 29th day

of January, 1934; that on or about the 11th day of

Jime, 1934, a petition was filed on behalf of the

Guaranty Trust Company wherein it submitted a

proposed plan for reorganization under the [22]

Corporate Reorganization Act, approved June 7,

1934, Sections 77-A and 77-B, Amendment to the

National Bankruptcy x\ct. That thereafter, and on

or about the 11th day of July, 1934, there was filed

on behalf of the Guaranty Trust Company a supple-

mental answer herein setting out a new plan of re-

organization imder the said Coi^^orate Reorgani-

zation Act and providing therein that every first
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mortgage lien holder shall waive all accrued interest

and accept new mortgages and stock or debentures

for their mortgage indebtedness, as more fully set

out in said answer. That said plan has not been ap-

proved or accepted by the Investors Syndicate and

has specially been refused by the Investors Syndi-

cate. That a further plan has been submitted to the

Investors Syndicate providing for the waiver by the

Investors Syndicate of all accrued interest and the

giving of new mortgages for a period of ten years

with interest at five per cent; that the Investors

Syndicate has refused said plan. That on or about

the 10th day of September, 1934, C. W. Twining

was appointed as Trustee and is now Trustee in the

above pending matter under the Corporate Reor-

ganization Act.

III.

That as more fully appears from the Mortgage

Records of Multnomah County, Oregon, the Inves-

tors Syndicate holds first mortgages upon certain

property as hereinafter listed in Paragraph VI
securing indebtedness due unto the Investors Sjaidi-

cate as shown and on which payments are delinquent

as hereinafter set forth; that the title to the real

property is vested in the National Investment Cor-

poration and was acquired by the National Invest-

ment Corporation prior to 1930 subject to the mort-

gages of the Investors Syndicate; that said mort-

gages, together with promissory notes evidencing

the indebtedness are now owned and held by the

InA^estors Svndicate.
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IV.

That prior to the institution of the above pro-

ceeding in this Coui-t and by reason of defaults and

continued defaults on the pajTnents on the mort-

gages, and each of them, occurring since the acqui-

sition of the title thereto by the National Invest-

ment Corporation, foi'eclosure proceedings have, on

said mortgages, been considered by the Investors

Syndicate and on nmnerous occasions representa-

tives of the National Investment Corporation and

the Investors Sviidieate have attempted to foiTnu-

late a plan affecting the payments [23] on said

mortgages agreeable to all parties concerned and

under which the National Investment Corporation

would be in position to carry the mortgages without

defaults continuing thereunder.

That at the earnest solicitation of the National

Investment Corporation and of the officers of the

Guaranty Trust Company that foreclosure proceed-

ings be withheld, and with their assurance that they

would and could comply with certain conditions and

modifications hereinafter referred to, the Investors

Syndicate has during the past three years withlield

foreclosure proceedings and did on three different

occasions grant unto the National Investment Cor-

poration certain temporary modifications of pay-

ments as to each of the mortgages of the Investors

Syndicate upon and subject to the condition that

the modification agreement be fully complied with.

That the first of said agreements was made No-

vember 23, 1931, at which time there existed a de-
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linquency of approximately $4366.25 on account of

payments then due on said mortgages and unpaid

taxes for 1929 aggregating tJie sum of $1436.77 and

all of the 1930 taxes. That said agreement provided

that there be paid forthwith one monthly install-

ment on each of said mortgages, payment of which

was made as of October 10th, 1931 and receipt of

which was acknowledged in said agreement, and

beginning with the month of November, 1931 to

and inclusive of April, 1932 there should be paid

monthly the interest on each of said mortgages and

in addition that the delinquent 1929 taxes would be

paid on or before December 15, 1931; that the Na-

tional Investment Corporation made the monthly

payments of interest computed in the amount of

$521.08 monthly but failed to pay the delinquent

taxes for 1929 in accordance mth the said agree-

ment and have at all times failed to make said pay-

ments of taxes and the Investors S\Tidicate did

pa.v said taxes July 20, 1933, together with accrued

interest.

That subsequent to the April, 1932 payment of

interest and prior to August, 1932 no payments were

made on account of said mortgage indebtedness or

interest; that on or about August 17, 1932 and at

the earnest solicitation of the National Investment

Corporation but without any consideration mito the

Investors Syndicate, the modification as to monthly

payments above described was extended to July 1,

1933, subject to and on the condition that [24] the

interest payments be made monthly, that the 1930
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taxes on the respective properties be paid on or

before November 5, 1932 and that the unpaid 1929

taxes be paid forthwith, and that the insurance

premium then due on said fire policies on said prop-

erties in the amount of $1014.20 be paid on or before

October 17, 1932 and in addition to pay all insurance

premiums as and when they become due. That the

National Investment Corporation failed to comply

with the conditions of said modification in that the

monthly interest payments for the month of April,

1933 and thereafter were not paid; that it did not

and has been paid any of said taxes nor has it paid

said insurance premiimi except the sum of $328.78

thereof ; that in addition to its failure to pay insur-

ance premium above referred to, it permitted to be-

come delinquent and has at all times failed to pay

a further insurance premium on Loan 6517 in the

amoimt of $612.00 and Loans No. 6972 and No. 7074

in the sum of $40.60 each, hereinafter described,

and the Investors Syndicate has paid said insurance

premiimis as hereinafter set out. That the Investors

Syndicate has paid the 1930 taxes as hereinafter

set out.

That subsequent to the interest payment on ac-

count of March, 1933 no payments were made on

said mortgage indebtedness until December, 1933;

that on or about November 29, 1933 and at the

earnest solicitation of the National Investment Cor-

poration a further modification was granted as to

said mortgage payments and provided that begin-

ning with the 12th day of November, 1933 to and
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inclusive of March, 1935, all of the net income from

the respective mortgaged properties would be paid

unto the Investors Syndicate monthly on account of

said mortgages and in an amount of not less than

$540.00 monthly, which said sum was to be allocated

pro-ratably to each indebtedness secured by each of

said mortgages; that the November minimum pay-

ment of $540.00 was to be paid in quarterly monthly

amounts beginning with the December payment;

that said modification and forebearance was on the

express condition that the payments and provisions

thereof, and each and every requirement, covenant

and condition as contained in each of said mort-

gages, except as modified, be fully performed and

complied with and that current taxes except as modi-

fied, be fully performed and complied with and that

[25] current taxes be paid as and when due. That

the National Investment (Corporation failed to com-

ply with the conditions of said modification agree-

ment in that they failed to make the minimum pay-

ments of $675.00 due January 12th, 1934, except the

sum of $370.66 and that no other payments have

been made pursuant to said modification.

That subsequent to said default the above matter

in bankruptcy was filed in this court; that the Na-

tional Investment Corporation by its officer and rep-

resentative gave assurance to the representative of

the Investors Sjmdicate that all of the income from

the respective mortgaged properties of the Investors

Syndicate was being held to the credit of the Inves-
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tors Syndicate and that in his opinion the bank-

ruptcy matter then pending would be satisfactorily

terminated within the very near future ; that on the

insistence of representatives of the Investors Syndi-

cate that something be done toward paying unto the

Investors Syndicate the net income from the proper-

ties covered by the Investors Syndicate mortgages

pending the bankruptcy matter there was proposed

in April, 1934, by representatives of the National

Investment Corporation that there would be turned

over to the Investors Syndicate forthwith certain

moneys to the credit of the Investors Syndicate in

the approximate amoimt of $1900.00 and thereafter

the net income from the mortgaged properties imtil

a proposed refinancing and liquidating of said mort-

gages imder the R. F. C. to be completed prior to

January 1, 1935, said arrangement to be subject to

the approval of this court. That the National In-

vestment Corporation was miable and failed to

make said payment of $1900.00 or any part thereof,

except the siun of $604.79, which said sum is now

being held by the Northwest Mortgage Company of

Portland, Oregon, representative of the Investors

Syndicate. That said sum is not sho^^^l as a credit

upon said mortgages in the amoimts hereinafter set

forth. That said amoimt wiU be duly accounted for

and credited on said mortgages by the Investors

Syndicate; that the Investors Syndicate is entitled

to receive said siun and apply it on said mortgages.

Y.

That the Investors S>Tidicate has granted unto

the National Investment Corporation extreme
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leniency and consideration in connection with the

delinquencies [26] occurring on said mortgages and

in so doing the principal indebtedness has increased

during the past three years imtil at the present time

the value of said properties is approximately equi-

valent to the indebtedness now against said proper-

ties and said indebtedness is only slightly reduced

from the original amount thereof although seven

and eight years have elapsed since the making of

said mortgages. That the Investors Syndicate is

limited in realizing upon its indebtedness to the se-

curity itself in that there is no personal liability

that can be realized upon in connection with the said

indebtedness.

That the annual net income from said properties

under the operation of the National Investment Cor-

poration as disclosed by Exhibit ''J" filed by the

Guaranty Trust Company in, this matter, computed

on the basis of income and expenses from January

3, 1934 to June 1, 1934, is shown to be the sum of

$6645.32 and exceeds the amoimt required to pay the

minimum monthly payments on account of interest

as fixed in the respective modification agreements.

That the monthly payments on the mortgages here-

inafter described, and each of them, by reason of

the failure of the National Investment Corporation

to comply with and perform the conditions of the

modification agreements hereinabove referred to,

are in default in the aggregate sum of $4366.25 ac-

cruing prioi- to November 23, 1931 modification

agreement and all subsequent monthly payments are



Lloyd R. Smith, et ah 45

provided for in said moi*tgages, less a credit on said

monthly payments in the amount paid imder said

modifleation agreements and are further in default

for want of payment of fire insurance premiums and

taxes as herein set out.

VI.

That the property securing plaintiff's moi-tgages,

and each of them, has no value over and above the

mortgage indebtedness now due the Investors S>ti-

dieate and unpaid taxes accrued against said

premises; that the said properties, and each of them,

are being neglected and are in need of repair and a

considerable expenditure for renovating and placing

in a condition that will bring the greatest possible

income therefrom. That a failure or neglect to make

such repairs will and is resulting in increasing

deterioration of said properties. That interest is

accumulating on said indebtedness in the approxi-

mate amount of $20.00 daily. That the Investors

Syndicate will suffer a [27] material loss if its

rights now existing to foreclose said mortgages and

to receive the income from said property under the

provisions of said mortgages be further delayed or

postponed. That for the purpose of informing the

Court relative to the present value of said mort-

gaged property the Investors S^^ldicate has ob-

tained an appraisement by Mr. B. T^. Metzger, a

realtor of Portland, Oregon, who is well experienced

in the management and operation of apartment

buildings and the value thereof. That attached
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hereto marked and referred to as Exhibit ''A" is

the affidavit of Mr. Metzger as to the valuation of

said properties.

That tihe following is a description of the mort-

gages included in the motion of the Investors Syn-

dicate, together with a statement of the present

status thereof and balances during the past three

years showing an increase thereof.

Loan #5388 (Nordell Apartments) Lot 14, Block 11, King's

Second Addition, Note and Mortgage, original amount $ 26,000.00

Dated March 10, 1926, with interest at 7% per annum, pay-

able $260 monthly on the 10th day of each month begin-

ning August 10, 1926, recorded March 11, 1926, Book 1128,

page 44, Mortgage Records for Multnomah County.

Chattel Mortgage as additional security covering oil burner

and refrigeration equipment situate in apartment building,

recorded December 1, 1931, in Book 72, page 395, Chattel

Mortgage Records.

Status of this indebtedness:

July 1, 1931 Balance Principal and Interest $ 19,874.33

Insurance paid by Investors Syndicate and

charged to mortgage 7/1/32 and 8/3/32 $478.40

January 1, 1933 Balance Principal and Interest $ 20,360.52

Charged to said mortgage since 1/1/33 1930

taxes paid 7/20/33 $650.89

July 1, 1934 Balance Principal and Interest $ 22,317.74

Interest accrued 7/1/34 to 10/1/34 390.56

Unpaid taxes now accrued 1931, 1932 and 1934 1,624.95

October 1, 1934 indebtedness $ 24,333.25

Present valuation (See Affidavit, Exhibit "A") $ 27,000.00

Loan #5700 (Resthaven Apartments) Lot 10, Block 2, Gold-

smith's Addition. Note and Mortgage, Original amount $ 28,500.00

Dated May 15, 1926, with interest at 7% per annum, pay-

able $285 monthly on the 15th day of each month, begin-

ning October 15, 1926, recorded May 25, 1926, Book 1143,

page 223, Mortgage Records for Multnomah County.

[28]
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Chattel Mortf^a^e as additional security covering oil })ur-

ner and refrigeration equipment situate in apartment

building, recorded December 1, 1931, in Book 72, page 389,

Chattel Mortgage Records.

Status of this indebtedness:

July 1, 1931 Balance Principal and Interest $ 21,818.77

Insurance paid by Investors Syndicate and charged

to mortgage 11/30/32 $585.80

January 1, 1933, Balance Principal and Interest $ 22,363.16

Charged to said mortgage since 1/1/33 1930

taxes paid 7/20/33 $647.90

July 1, 1934 Balance Principal and Interest $ 24,602.39

Interest accrued from 7/1/34 to 10/1/34 430.54

Unpaid taxes now accrued 1931, 1932 and 1934 1,606.05

October 1, 1934 indebtedness $ 26,638.98

Present Valuation (See Affidavit, Exhibit "A") $ 27,750.00

Loan #6517 (Chapman Court Apartments) Lots 1, 2, 6, 7

and 10, Block 22, Goldsmith's Addition, Note and Mort-

gage, original Amount $ 50,000.00

Dated November 20, 1926, with interest at 7% per annum,

payable $500 monthly, on the 20th day of each month,

beginning May 20, 1927, recorded December 9, 1926, Book

1201, page 423, Mortgage Records of Multnomah County.

Chattel Mortgage as additional security covering heating

and refrigeration equipment situate in apartment building,

recorded December 1, 1931, in Book 72, page 413, Chattel

Mortgage Records.

Status of this indebtedness

:

July 1, 1931 Balance Principal and Interest $ 40,706.29

January 1, 1933 Balance Principal and Int _ 40,286.52

Charges to said mortgage since 1/1/33 Insurance

and 1929 and 1930 taxes paid 3/31/33 and

7/20/33 respectively $1936.21

July 1, 1934 Balance Principal and Interest $ 46,260.65

Interest accrued 7/1/34 to 10/1/34 _ 809.56

Unpaid taxes now accrued 1931, 1932 and 1934 2,858.69

October 1, 1934 indebtedness „ $ 49,928.90

Present Valuation (See Affidavit. Exhibit "A") 46,850.00

[29]
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Loan #6972 (Duplex Apartments) Lot 14, Block 22, Gold-

smith's Addition, Note and Mortgage, original amount $ 5,000.00

Dated March 7, 1927, with interest at 7% per annum, pay-

able $50 monthly, on the 7th day of each month, beginning

July 7, 1927, recorded March 8, 1927, Book 1221, page 339,

Mortgage Records of Multnomah County.

Chattel Mortgage as additional security covering heating

and refrigeration equipment, recorded December 1, 1931,

Book 72, page 401, Chattel Mortgage Records.

Status of this indebtedness:

July 1, 1931 Balance Principal and Interest $ 3.949.10

January 1, 1933 Balance Principal and Interest 3,953.80

Charged to said mortgage since VT^/33 1929 and

1930 taxes and insurance paid 7/20/33 and

6/30/33 respectively $331.85

July 1, 1934 Balance Principal and Interest $ 4,583.60

Interest accrued from 7/1/34 to 10/1/34 $ 80.21

Unpaid taxes now accrued 1931, 1932 and 1934 354.14

October 1, 1934 indebtedness $ 5,017.95

Present Valuation (See AfiSdavit, Exhibit "A") 4,750.00

Loan #7074 (Duplex Apartments) Lot 11, Block 22, Gold-

smith's Addition, Note and Mortgage Original amount $ 5,000.00

Dated March 22, 1927, with interest at 7% per annum,

payable $50.00 monthly on the 22nd day of each month,

beginning July 22, 1927, recorded March 24, 1927, in Book

1234, page 146, Mortgage Records for Multnomah County.

Chattel Mortgage as additional security covering oil bur-

ner and refrigeration equipment, recorded December 1,

1931 in Book 72, page 407, Chattel Mortgage Records.

Status of this indebtedness:

July 1, 1931 Balance Principal and Interest $ 3,949.10

January 1, 1933 Balance Principal and Interest 3,953.80

Charged to said mortgage since 1/1/33 Insurance,

1929 and 1930 taxes paid 6/30/33 and 7/20/33

respectively $331.85

July 1, 1934 Balance Principal and Interest < $ 4,586.21

Interest accrued from 7/1/34 to 10/1/34 $ 80.26

Unpaid taxes now accrued 1931, 1932 and 1934 354.14

October 1, 1934 Balance $ 5,020.61

Present Valuation (See Affidavit, Exhibit "A") 4,750.00

[30]
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Recapitulation

:

Total Amount Due Investors Syndicate as of July 1, 1934...$102,350.59

Total Amount Accrued Interest from 7/1/34 to 10/1/34 1,791.22

Total Amount Unpaid Taxes Due and Payable to and

inclusive of 1934 _ 6,797.97

Total Indebtedness Investors Syndicate Mortgages

October 1, 1934 $110,939.78

Total Present Valuation as Listed in Exhibit "A" 111,100.00

VII.

That in support of that portion of the Investors

Syndicate motion for an order directing the Trus-

tee herein to segregate all of the net income received

])v him in the operation of said apartment houses

to the account of the Investors SvTidicate, pending

the further order of this court, the Investors Svti-

dicate reiterates the preceding allegations herein

and further alleges that each of the mortgages here-

inabove described include therein as a part of the

security the "issues, rents and profits therefrom''

as to each of the properties described and contain

the further provisions that,

"The said Mortgagee, its successors, legal

I'epresentatives or assigns, shall be at liberty,

inmiediately after any default in the pa>^nent

of the principal sum mentioned in the said note

or of any installment thereof, or of the interest

which shall accrue thereon, or of any part of

either at the respective times therein specified

for the pa\nnent thereof, upon a complaint filed

or any other proper legal proceeding being com-

menced for the f(U'ocl()suro of this mortsrairc, to
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apply for, and the said Mortgagee shall be en-

titled to as a matter of right, without considera-

tion of the value of the mortgaged premises as

security for the amounts due the Mortgagee, or

the solvency of any person or persons bound for

the payment of such amounts, to the appoint-

ment by any competent Court, without notice

to any owner, lessee or other party, of a Re-

ceiver to take possession of the premises, and/or

to collect the rents, issues and profits of the said

premises with the power to lease the said

premises, or such part thereof as may not then

be under lease, and with such other powers as

may be deemed necessary, who, after deduction

of all proper charges and expenses attending the

execution of the said trust as received, shall

apply the residue of the said rents and profits

to the payment and satisfaction of the amoimt

remaining secured hereby or to any deficiency

which may exist after applying the proceeds of

the sale of the said premises to the payment of

the amount due, including interest and the costs

and a reasonable attorney's fee for the fore-

closure and sale".

VIII.

That in addition to the foregoing there was given

by the mortgagor [31] imto the mortgagee as a

further consideration for the mortgage loans and as

additional security for the indebtedness described in

the mortgages hereinabove referred to as Loans
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Numbered 5388, 5700 and ()517 a separate assign-

ment of rents as to each of said properties. That

said assignments were respectively record(^d as fol-

lows :

Morlgaffe Rerordu
Multnomah County,

Loan No Dewcrlptlon Dated Recorded Ore. Book & Pafge

5388 Lot 14, Block 11, King's

Second Addition to

City of Portland 6/30/26 7/ 2/26 1161 406

5700 Lot 10, Block 2, Gold-

smith's Addition to

City of Portland 6/29/26 6/30/26 1165 13

6517 Lots 1, 2, 6, 7 and 10,

Block 22, Goldsmith's

Addition to City of

Portland 11/20/26 12/ 9/26 1184 328

That attached hereto as Investors Syndicate Ex-

hibit *'B" is a copy of the Assignment of Rents

given as to the property covered by Loan No. 6517

and a copy as to form of the assignment of rents

in loans mmibered 5388 and 5700. That the assign-

ment of rents as to Loans No. 5388 and 5700 were

given to the then named mortgagee, Western Bond
and Mortgage Company ; that the Western Bond and

Mortgage Company did, by an assignment in writ-

ing, for a vahiable consideration, duly assign the

said mortgages and indebtedness thereby secured

unto the Investors Syndicate, which assignments

were duly recorded in the Records of Mortgages for

Multnomah County, Oregon, as follows:

Mortgage described under Loan No. 5388, As-

signment Recorded Jime 9, 1926, Book 1154,

page 207.
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Mortgage described under Loan No. 5700,

Assignment Recorded November 6, 1926, Book

1184, page 177.

That the Investors Syndicate is the assignee of the

Western Bond and Mortgage Company as to said

mortgages and indebtedness thereby secured.

That the Investors Syndicate under said assign-

ments is entitled to have rents, profits and income

from said mortgaged properties applied to the mort-

gage indebtedness under the default now existing

and pending the satisfaction of the Investors Sjmdi-

cate mortgages by foreclosure or otherwise. That

the Investors Syndicate believes it to be to the best

interests of all parties [32] concerned if the said

rents, issues and profits can be collected and held to

the credit of the Investors Syndicate by the Trustee

herein, C. W. Twining. That in the event said rents,

issues and profits are not segregated and retained

for application, on the mortgage indebtedness the

Investors Syndicate will suffer further and addi-

tional loss on its mortgages hereinabove described.

Wherefore, the Investors S^mdicate prays of this

court that it may be allowed to institute forthwith

a suit or suits in the District Court of the United

States, for the District of Oregon, for the fore-

closure of the real and chattel mortgages as here-

inabove described for the indebtedness due it on said

respective mortgages and in said suit to make as

party defendants thereto Guaranty Trust Company,

a corporation, its affiliate. National Investment Cor-
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poration, and C. W. Twining, as Trustee herein, to

the end that any lien or interest they may have in

and to said mortgaged property be fully detennined

and foreclosed in said suits.

The Investoi*s Syndicate further prays that the

(^ourt enter an order lierein directing the Trustee

in this matter to collect and segregate in the name

of the Investors Spidicate and for application upon

the mortgage indebtedness due the Investors Syndi-

cate, all of the rents, issues and profits now in the

possession of, or coming to the Trustee herein, or

which he may be entitled to receive accruing from

the properties covered by the mortgages of the In-

vestors Syndicate, pending the further order of this

court.

(signed) STEPHEN H. BOYLES,
Attorney for Investors Syndicate. [33]

Attached to said petition and dated October 19,

1934, marked Exhibit ''A", as a paii thereof, is an

affidavit of B. L. Metzger, an expert on appraisal

of real property and pai'ticularly apartment build-

ings, stating the market value of the properties cov-

(M'cd by each of the mortgages to Investors Syndi-

cate as being less than the outstanding indebtedness

thereon, and further statmg that the upkeep and

maintenance of said apai*tment buildings has been

badly neglected, that they are in bad state of repair

and are in need of immediate repairs.
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Likewise attached to said petition, designated Ex-

hibit ''B" and made a part thereof, is a copy of

assignment of rents covering the property referred

to as Chapman Courts, dated November 20, 1926,

but in form containing the same provisions as the

assigTunent of rents held by Investors Syndicate as

additional security on the apartments known as Rest

Haven, dated June 29, 1926, and the Nordell, dated

June 30, 1926. All of said assignments of rents

contained the follow^ing provisions:

^'Now, therefore, in consideration of the

premises and in consideration of One Dollar

($1.00) to the midersigned in hand paid by the

Investors Syndicate, the undersigned does as-

sign and set over to the Investors Syndicate, all

its rights, title and interest in and to the rents

and profits and income of w^hatsoever nature,

due or to become due, from the property here-

inabove described, or any buildings or building

thereon situated, to have and to hold, unto the

said Investors Syndicate, its successors and as-

signs, so long as the said mortgage indebtedness

hereinabove described and any interest accruing

thereon shall remain impaid, it being imder-

stood, however, that, so long as said mortgage

shall be in good standing, and so long as each

and every covenant of said mortgage shall have

been complied with, the said Mortgagor, the un-

dersigned, shall have the control and manage-

ment of said property and shall be allowed to

collect and disburse any and all rents and
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profits accruing from said property, without

accounting to the Mortgagee, it being intended

by the parties that this assignment shall auto-

matically become operative upon any default or

delinquency on the part of the Mortgagor under

the tei'ms and conditions of said mortgage, and

that upon any such default or delinquency, the

said mortgagee shall be and hereby is, author-

ized and empowered without notice to exercise

the rights and pri\ileges in this assignment con-

tained, and to apply any and all sums so col-

lected toward the payment of said mortgage

indebtedness, interest and costs and expenses of

collection so long as any of such siuns shall re-

main due and unpaid. The Assignee herein is

hereby authorized and empowered, in the event

of any delinquency as above set out, to place a

manager of its own selection in charge of said

property to collect all rents and pay out of the

proceeds of said rents a reasonable compensa-

tion to said manager and to continue said mana-

ger in possession and control so long as said

mortgage shall be in default." [34]

The mortgage on the Nordell Apartments was

made, executed and delivered by J. C. Meyers, Inc.,

to Western Bond & Mortgage Company, under date

of March 10, 1926, to secure a loan for $26,000.00,

with interest at 1% payable $260.00 per month be-

gimiing Augiist 10, 1926. The mortgage covers

Lot 14, Block 11, Kings Second Addition to Port-

land, Multnomah County, Oregon, with provision
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for acceleration in case of default. The mortgage

contains the following clauses:

''The mortgagor, in order to secure the pay-

ment to the mortgagee of a debt of $26,000.00

and interest and all other sums as provided

herein, and the performance of all covenants

herein contained, does hereby grant and convey

to the mortgagee that certain real property,

situate in the County of Multnomah, State of

Oregon and described as follows, to wit * * *

together with the issues, rents and profits there-

from.

"The Mortgagor herein does hereby authorize

and empower the said Mortgagee, its successors

and assigns, and their agents and attorneys, at

their election, without notice to the Mortgagor,

to take and maintain full control of said prem-

ises and receive all rents and income therefrom

and issue receipts therefor, and out of the

amount or amounts received therefrom to re-

tain or pay the customary charges for managing

said property, pay the necessary repairs as de-

termined by said Mortgagee, its successors and

assigns, agents and attorneys, pay the taxes and

assessments repaid thereon, pay the premium

on insurance policies now thereon or any renew-

als thereof, and pay the Mortgagee and its suc-

cessors in interest any amounts due on this

mortgage, and to pay the balance of any amount

so collected to the then owner of the property,

and In so doing those exercising this right shall
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he liable only for the aniouiit or amoiuits col-

lected by them, less the necessary cost of making

collections; however, such rights of collection of

rents ov income and to take and maintain con-

trol of said property imder this authorization

shall not apply so long as the pa}anents and

covenants I'equired by this mortgage are not in

default, and such control of said property under

this authorization shall cease and be of no fur-

ther force and effect.*******
"And the said Mortgagee, its successors, legal

representatives or assigns, shall be at liberty,

immediately after any default in the payment

of the principal smn mentioned in said note or

of any settlement thereof, or of the interest

which shall accrue thereon or any part of either

at the respective times therein specified for the

payment thereof, upon a complaint filed oi' any

other proper legal proceeding being commenced

for the foreclosure of this mortgage, to apply

for, and the said mortgagee shall be entitled as

a matter of right without consideration of the

value of the mortgaged premises as security for

the amounts due the Mortgagee, or the solvency

of any person or persons bound for the pay-

ment of such amoimts to the appointment by

any competent court, without notice to any

owner, lessee, or other party of a receiver to

take possession of the premises and/or to col-
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lect the rents, issues and profits of the said

premises with the power to lease the said prem-

ises, or such part thereof as may not then be

under lease, and with such other powers as may
be deemed necessary, who after [35] deduc-

tions of all proper charges and expenses at-

tending the execution of the said trust as re-

ceived, shall apply the residue of the said rents

and profits to the payment and satisfaction of

the amount remaining secured hereby, or i6 any

deficiency which may exist after applying the

proceeds of the sale of the said premises to the

pajTTient of the amount due, including interest

and the costs and a reasonable attorney's fee

for the foreclosure and sale."

An assignment of rents was executed and deliv-

ered by said mortgagor to said mortgagee, as here-

inbefore more particularly set forth dated June 30,

1926. Said mortgage was thereafter assigned to

Investors Syndicate, to-wit, on April 6, 1936, and

then duly recorded.

The mortgage on Rest Haven Apartments covers

Lot 10, Block 2, Goldsmith's Addition, Portland,

Multnomah County, Oregon, and secures the pay-

ment of a promissory note in the principal amount

of $28,500.00 with interest at the rate of 7% per

annum, payable in monthly installments of $285.00

on the 15th day of each month beginning October

15, 1926, with acceleration clause, from the same

mortgagor to the same mortgagee, and including
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the same provision as heretofore quoted with ref-

erence to tlie Nordell Apartments and likewise,

with assignment of rents as before described, dated

June 29th, 1926, which nioi-tgage was duly assigned

to said petitioner and which assignment was duly

recorded on May 28, 1926.

The mortgage on Chapman Court Apartments

covers Lot 1, 2, 6, 7 and 10, Block 22, Goldsmith's

Addition, recorded in Book 1201, page 123, from

J. C. Meyers Inc., as mortga,gor, to Investors Syn-

dicate, as moi-tgagee. This mortgage secured a note

in the amoimt of $50,000.00 with interest at the

rate of 7%, payable $500.00 per month begrmiing

May 20, 1927, with acceleration clause, and in-

cluding the same provisions as hereinbefore quoted

with reference to the Nordell Apartments, and like-

wise wdth an assignment of rents as heretofore de-

scribed, dated November 20, 1926.

Said petition of Investors Sjaidicate also covered

mortgages on duplexes adjoining Chapman Court.

One mortgage was given to J. C. Meyers, Inc., mort-

gagor, to Investors Syndicate, mortgagee, covering

Lot 14, Block 22, Goldsmith's Addition, and secured

a promissory note in the amomit of $5,000.00 with

interest at the rate of 7% per annum, payable

$50.00 per month begimiing July 7, 1927, with

acceleration clauses and containing identical clauses

hereinbefore quoted with reference to Nordell

Apartments, including assignment of rents.

The other mortgage was between the same par-

ties covering Lot Eleven, [36] Block 22, Goldsmith's
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Addition, and secured a promissory note in the

amount of $5,000.00 with interest at the rate of

7% per annum, payable $50.00 per month beginning

July 7, 1927, with acceleration clause, and likewise

containing the identical clauses quoted with refer-

ence to Nordell Apartments, including also assign-

ment of rents.

All of these mortgages were duly and promptly

recorded.

All the foregoing petitions were referred to Roy
F. Shields, Special Master, to determine all ques-

tions of fact and the law involved therein and to

report the same to the court.

On November 8, 1934, a hearing was had before

said Special Master on the said petitions of Invest-

ors Syndicate and Metropolitan Life Insurance

Company. At this hearing, the Petitioning and In-

tervening Creditors and the debtor were repre-

sented by counsel, and it was stipulated and agreed

that all of the allegations of said petitions were

true excepting the allegations as to value of the

mortgaged properties contained in the petition of

Investors Syndicate, and evidence was received upon

that issue. On March 29, 1935, a further hearing

was had before said Special Master on the said

petition of Portland Trust and Savings Bank. At

this hearing Petitioning and Intervening Creditors

and the debtor were represented by counsel and it

was stipulated and agreed that all of the allega-

tions of the petition of Portland Trust and Sav-
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ings Bank were true, and no evidence was taken

thereon.

On April 23, 1935, Roy F. Shields as such Special

Master filed in said bankruptcy proceedings a re-

port (not the report reviewed by the court which

resulted in the order appealed from) in w^hich he

found that the allegations of the petitions of In-

vestors Syndicate, Metropolitan Life Insurance

Company and Portland Trust and Savings Bank,

Trustee, were true and recommended that Invest-

ors Syndicate and Metropolitan Life Insurance

Company be permitted to foreclose their mortgages

and that John W. Kaste be required to pay to the

Trustee in Bankruptcy the rentals derived from

the Adele IManor and Charmaine Apartments which

were in his possession, and that the net proceeds

of rentals received from each mortgaged property,

after deducting a fair proportion of the expense

of handling the same in said proceedings, be paid

to the mortgagee [37] holding the mortgage on such

property and applied toward the payment of the

mortgage debt. No order was made confirming

said report, but thereafter orders were made per-

mitting Investors Syndicate and Metropolitan Life

Insurance Company to foreclose tlieir mortgages

and requiring Kaste to pay over said rentals to

the Trustee in Bankruptcy, as elsewhere shown

herein.

On May 21, 1935, Metropolitan Life Insurance

Company filed in the bankruptcy proceedings, mo-

tion for leave to foreclose its said mortgage, in a
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court other than the bankruptcy court, and on June

13, 1935, the court entered an order granting said

company leave to proceed with the foreclosure of

its mortgage, on condition, however, that no final

decree should be entered in said foreclosure pro-

ceedings luitil permission should be granted by

further order of the Bankruptcy Court.

On June 3, 1935, Investors Syndicate filed in

said bankruptcy proceedings, motion for leave to

foreclose its said mortgages, in a court other than

the bankruptcy court, and on June 11, 1935, the

court made an order granting to Investors Syndi-

cate the right to proceed with the foreclosure of

its said mortgages, with the same conditions above

recited.

On June 5, 1935, Portland Trust and Savings

Bank, Trustee, filed in said bankruptcy proceedings,

motion and affidavit for order permitting it to

proceed wdth the suits pending in the State Court

for the foreclosure of its said mortgages.

On the 9th day of October, 1935, the Court made

an order reciting that reorganization of Guaranty

Trust Company and National Investment Company

could not be effected under the provisions of Sec-

tion 77B of the Bankruptcy Act, and that Guaranty

Trust Company is now and was insolvent on and

for some time prior to November 1, 1933, and that

the assets of said corporation and National Invest-

ment Company should be liquidated by a Trustee,

and appointing H. E. Eakin as such trustee, with

authority to take possession of all of the assets
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and property of said corporations and to manage,

operate and control the same, and further pro-

viding :

"And, it is further ordered that said Trustee

shall keep accounts of all moneys coming into

his possession from each of the several prop-

erties of the debtors, and that [38] the Trus-

tee's accounts shall be so kept that all income

and revenues received and expenses incurred

in the operation of all of said properties can

at all times be ascertained and segregated."

On the 20th day of November, 1935, the Court

made an order entitled "Order of Reference as to

Ownership of Rents", which is as follows:

"[Title of Court and Cause.]

ORDER OF REFERENCE AS TO
OWNERSHIP OF RENTS

"Wliereas Investors S\aidicate, Portland

Trust and Savings Bank, Trustee, and Metro-

politan Life Insurance Company, and other

mortgagees, have asserted claim to the moneys

now in the hands of the trustee of the above

entitled bankrupt estates representing rents

collected from properties covered by mortgages

now in the hands of the trustee, and

"Whereas H. E. Eakin, trustee of the above

entitled bankrupt estate, claims to be the owner

of the said funds and that the same are a

part of the trust estate available for the pay-
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ment of expenses of administration and for

distribution among creditors, and

''Whereas the said H. E. Eakin, trustee of

the above entitled estate, was not a party to

any of the proceedings heretofore had before

the Special Master, and

"Whereas it is necessary that these issues

be determined, it is

"Ordered that the aforesaid issues be and

the same hereby are referred to Roy F. Shields,

Esq., as Special Master, to take testimony

thereon and hear legal arguments thereon and

to make to this court his findings of fact and

his recommendations of law thereon, and said

Special Master shall consider the testimony

taken in prior hearing as to claims of Investors

Syndicate, Portland Trust & Savings Bank

Trustee and Metropolitan Life Insurance Com-

pany and as to such parties this reference shall

be considered a rehearing before such Special

Master.

Dated November 20, 1935.

(s) JOHN H. McNARY
Judge

In addition to the foreclosure proceedings here-

inbefore described as to Portland Trust and Savings

Bank, foreclosure proceedings were, subsequent

[39] to orders granting leave to foreclose, as herein-

before set forth, instituted by Metropolitan Life In-

surance Company in the Circuit Court of Multno-
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mah County, Oregon, and by Investors Syndicate in

the District Court of the United States for the Dis-

trict of Oregon, covering their mortgages herein

described. Such foreclosure suits were pending at

the time of the hearing on November 20, 1935. None

of the appellants at any time had possession of the

real property covered by any of the mortgages nor

were any of the mortgages of the appellants herein

foreclosed or liquidated in the bankruptcy tribimal,

nor a receiver appointed. No applications or peti-

tions relating to the questions involved in this ap-

peal were addressed by any of the appellants to

the Bankruptcy Court or to the Trustee in Bank-

ruptcy, other than as specifically mentioned in this

agreed statement.

It was stipulated at the hearing that the facts set

forth as allegations in the petitions of each of the

mortgagees, appellants herein, are true, also that

the condition of all the mortgages remained un-

changed as of the date of the hearing, with the ex-

ception of added delinquent installments and added

taxes, no payments ha\ing been made on any of said

mortgages in the interim.

Statements of amoimts due and mipaid as of

January 1, 1936, on mortgages to Investors Syndi-

cate, disclosed the total indebtedness as of January

1, 1936, exclusive of costs and attorney fees in the

respective suits, and unpaid taxes in the following

amounts

:
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Total Indebtedness Unpaid Tazei

Nordell Apartments $24,638.55 $2098.75

Resthaven Apartments 26,856.11 2070.01

Chapman Courts 50,603.59 3682.79

Duplex (1st) 5,016.87 456.97

Duplex (2nd) 5,016.87 456.97

Investors Syndicate was limited entirely to its

security, as the mortgagor corporation was dis-

solved in 1927 and the individual signers of the

note were outside the state.

The amounts due on the mortgages of Portland

Trust and Savings Bank as of the approximate date

of the hearing were as follows: [40]

Charmaine Apartment statement amount owing on

mortgage

:

Principal balance $47,000.00

Interest 7% from Oct. 11, 1932 to Nov. 20,

1935 10,198.25

Insurance advanced July 17, 1935 422.00

Interest to Nov. 20, 1935 12.12

Abstract continuation 32.00

Photo, cop. 19.77

Total $57,684.14

Taxes mipaid

1930 taxes $1006.96

1931 taxes 924.76

1932 taxes 946.69

1933-34 taxes ' 935.50

1935 taxes 907.25
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Statement of amount due on Adele Manor mort-

gage :

Principal balance $48,500.00

Interest 7% from Dec. 5, 1932 to Nov. 25,

1935 10,090.58

Insurance premium advanced 1,040.00

Interest from May 22, 1932, to Nov. 25,

1935 258.25

Insurance premium 323.63

Interest from July 18, 1935, to Nov. 25,

1935 8.44

Abstract continuation 25.00

Blue prints 21.36

Total $60,267.26

Taxes unpaid

1930 taxes $990.53

1931 taxes 909.44

1932 taxes 931.00

1933-34 taxes 892.00

1935 taxes 815.43

The amoimt due on the Metropolitan Life Insur-

ance Company's mortgage, to-wit, Mara\illa Apart-

ments, as of the approximate date of the hearing

was as follows:

Principal balance $22,355.97

Interest 6% from May 3, 1933, to Novem-

ber 25, 1935 3,434.80

Taxes advanced 1,936.44

Interest on taxes advanced at 6% 114.86

Total $27,842.07
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As to the properties of all the appellants, taxes

were delinquent since 1929, excepting insofar as

taxes were advanced by the [41] mortgagee, as

above set forth.

The debtors herein were both insolvent at the

time these bankruptcy proceedings were commenced.

The involuntary petition was resisted by the

debtors' counsel in the hope that Section 77B would

be enacted by Congress, and accordingly counsel

admitted at the hearing that he "stalled" the pro-

ceedings imtil June, when Section 77B became part

of the Bankruptcy Law. The reorganization plan was

then filed as part of the answer of the debtor, where-

in it was proposed that the mortgagees scale the

principal of their mortgages do^n 25% and also

reduce the rate of interest. Such proposal was im-

mediately and at all times thereafter unacceptable

to the mortgagees. Therefore, it became evident to

John W. Kaste, general counsel for the debtor and

attorne}^ of record herein, that the proceedings were

hopeless. The debtor, however, employed additional

counsel in the hope that they might be able to

persuade the mortgagees to cut dowTi their balances,

but it was finally determined that the reorganization

was hopeless and an order of liquidation was en-

tered as hereinbefore set foi*th.

At the hearing before the Special Master on the

petitions of the appellants, uncontradicted evidence

was received that: The mortgages in question were

delinquent as to taxes and interest, most of which

ran back to 1929; the income from the mortgaged
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properties, foi* a considerable period prior to bank-

ruptcy, had not been used to pay taxes, interest, or

other charges, against the properties, but instead

had been used for general purposes of the Debtor;

that the debtor ran itself before bankruptcy pro-

ceedings by using such income instead of applying

the same towards the payment of interest and taxes,

and such income was practically all the income

that the two debtor corporations had; that during

the administration of the trustees in the bankruptcy

proceedings the debtors were in a state of total

collapse, having ^drtually no income except from

the mortgaged properties; that fire insurance was

not maintained on the mortgaged propei'ties, and

no repairs were made except those necessary to

make the rooms habitable; and that the condition

of the debtors became worse as the bankruptcy

proceedings continued. Also, as to each of the appel-

lants' mortgages, two or more [42] experienced

and qualified appraisers who were familiar with

the mortgaged premises testified without eonti'adic-

tion as to the value at that time of each of the

mortgaged properties. Such valuations in all cases

were less than the amounts due under the tenns of

the mortgages.

The appellees contend that no findings were made

by the Special Master on the testimony contained

in foregoing paragi-aph. All parties to this appeal

reserve their rights on such issue, the Special Mas-

ter's report being quoted in full herein insofar

as it relates to the questions involved in this appeal.
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The Trustee at the hearing filed his accounts of

the rentals collected at that time from each of the

mortgaged properties, but such figures are not here

presented inasmuch as, in the event of reversal

of the lower court's order, a further a,ccounting will

be necessary in any event as to rentals collected

after the date of the hearing before the Special

Master on the mortgagees' petitions here involved.

It was stipulated at the hearing before the Special

Master that all of the records on file in the bank-

ruptcy proceedings may be considered in evidence

to the extent that the Special Master and the Court

could take notice of them, \^'ithout their being intro-

duced.

Under date of December 18, 1935, appellants here-

in duly served and filed herein a joint motion and

petition for an order requiring the Trustee to segre-

gate and hold in a separate accoimt all moneys re-

ceived from the properties against which appellants

held mortgages, and to make no disbursements from

said moneys for any purpose except general ex-

penses for the operation of said mortgaged prop-

erties, without first obtaining an order of court.

In support of said motion and petition it was al-

leged that at all times since September 10, 1934, said

mortgaged premises had been in the possession and

under the control of C. W. Twining, as Trustee, and

his successor, H. E. Eakin, and that the said Trus-

tees had collected all rents and profits from said

mortgaged premises; that said mortgagees had filed

applications for orders directing the Trustee t^
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segi-egate in the name of the mortgagees for applica-

tion upon their respective mortgages all the rents,

[43] issues and profits derived from said mortgaged

premises; that said applications had been referred

to Roy F. Shields for heai'ing and determination,

and were still under consideration by him as Special

Master; that said mortgagees claimed a first and

prior lien against all the rents, issues and profits

from their respective mortgaged properties, less

the proper and necessary operating charges that

may be allowed and fixed by the Court. No refer-

ence or hearing was had, or order entered on such

petition.

From time to time herein accounts have been filed

by the Trustee showing rents, issues and profits re-

ceived by him and expenditures made by him as to

each of the mortgaged properties, such detail not

being given here for the reasons aforesaid.

All rents involved in this proceeding were col-

lected or received subsequent to the filing of the

involuntary petition in bankruptcy herein.

On November 14, 1936, Roy F. Shields as Special

Master, filed in said proceedings his Special Mas-

ter's report which, insofar as it relates to claims of

the appellants to the rents and profits derived from

tbeir respective mortgaged properties, is as fol-

lows : [44]
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[Title of Court and Cause.]

EEPORT OF SPECIAL JVIASTER ON PETI-

TIONS OF MORTGAGEES TO HAVE
TURNED OVER TO THEM THE RENTS
FROM MORTGAGED PROPERTIES.

I. Mortgages Held by Investors Syndicate.

Investors Syndicate, a Minnesota corporation,

holds mortgages on properties of the Debtors as

follows

:

1. Nordell Apartments.

On March 10, 1926, J. C. Meyers, Incorporated,

being then the owner of Lot 14, Block 11, King's

Second Addition to Portland, Oregon, executed to

Western Bond and Mortgage Company, an Oregon

corporation, a mortgage covering said property,

'together mth the issues, rents and profits there-

from'', to secure payment of a note in the siun of

$26,000 and interest thereon at 1% per annum, pay-

able in monthly installments of $260 on the 10th

day of each month, beginning August 10, 1926. This

mortgage was recorded on March 11, 1926, in Book

1128 at page 44 et seq.. Mortgage Records for

Multnomah Coimty, Oregon. The mortgage con-

tained covenants which required the mortgagor and

its successors to pay promptly all taxes, assessments,

liens or other charges that should be levied against

the premises, and contained the usual covenants

obligating the mortgagor to maintain insurance on

the property. It also provided that [45]

"The Mortgagor herein does hereby auth-

orize and empower the said Mortgagee its sue-
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cessors and assigns and their agents and at-

torneys, at their election, without notice to the

Mortgagor, to take and maintain full control of

said premises and receive all rents and income

therefrom and issue receipts therefor, and out

of the amount or amounts received therefrom to

retain or pay the customary charges for man-

aging said property, pay the necessary repairs

as determined by said Mortgagee, its successors

and assigns, agents and attorneys, pay the taxes

and assessments levied thereon, pay the pre-

mimn on insurance policies now thereon or any

renewals thereof, and pay the Mortgagee and

its successors in interest any amounts due on

this mortgage, and to pay the balance of any

amount so collected to the then owner of the

property, and in so doing those exercising this

right shall be liable only for the amount or

amounts collected by them less the neces«ar\'

cost of making collections ; however, such rights

of collection of rents or income and to take and

maintain control of said property imder this

authorization shall not apply so long as the

payment and covenants required by this mort-

gage are not in default, and such control of said

property under this authorization shall cease

upon the removal of the default or other cause

for such control imtil default shall again arise,

and when the debt secured by this mortgage

shall have been fully paid, then this authoriza-

tion shall cease and be of no further force and

effect."
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The mortgage contained this further provision

:

"And the said Mortgagee, its successors, legal

representatives or assigns, shall be at liberty

immediately after any default in the payment

of the principal siun mentioned in the said

note or of any installment thereof, or of the

interest which shall accrue thereon or of any

part of either at the respective times therein

specified for the payment thereof, upon a com-

plaint filed or any other proper legal proceed-

ing being commenced for the foreclosure of this

mortgage, to apply for, and the said Mortgagee

shall be entitled as a matter of right without

consideration of the value of the mortgaged

premises as security for the amounts due the

Mortgagee, or the solvency of any person or

persons bound for the payment of such amounts

to the appointment by any competent Court,

without notice to any owner, lessee, or other

party of a Receiver to take possession of the

premises and/or to collect the rents, issues and

profits of the said premises wdth the power to

lease the said premises, or such part thereof as

may not then be under lease, and with such other

powers as may be deemed necessary, who, after

deduction of all proper charges and expenses

attending the execution of the said trust as re-

ceived, shall apply the residue of the said rents

and profits to the payment and satisfaction of

the amount remaining secured hereby or to any

deficiency which may exist after applying the
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proceeds of the sale of the said premises to the

payment of the amount due, including interest

and the costs and a reasonable attorney's fee

for the foreclosure and sale." [46]

Under date of Jmie 30, 1926, J. C. Meyers, Incor-

porated, executed to said Western Bond and Mort-

gage Company an assignment as follows

:

"Know All Men By These Presents; That

Whereas, J. C Meyers, Inc., an Oregon cor-

poration, hereinafter called the midersigned,

has heretofore given imto the Western Bond

and Mortgage Company, its certain mortgage in

the amomit of Twenty-Six Thousand and

No/lOO ($26,000.00) Dollars, to secure the pay-

ment of a certain note in said amount, whioh

mortgage covers;

Lot Fourteen (14) Block Eleven (11) King's

Second Addition in the City of Portland Coimty

of Multnomah and State of Oregon,

Whereas, said loan was granted by the said

Mortgagee on condition that the said Mortgagor

further secures the payment of said principal

smn and interest to become due thereon, by the

assignment of the rents and profits accruing

from the above described property and the

building thereon,

Now Therefore, in consideration of the

premises and in consideration of One Dollar

($1.00) to the undersigned in hand paid by the

Western Bond and Mortgage Company, the
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undersigned does hereby assign and set over

to the Western Bond and Mortgage Company,

all its rights, title and interest in and to the

rents and profits and income of whatsoever na-

ture, due or to become due, from the property

hereinabove described, or any buildings or build-

ing thereon situated, to have and to hold, until

the said Western Bond and Mortgage Company,

its successors and assigns, so long as the said

mortgage indebtedness hereinabove described

and any interest accruing thereon shall remain

unpaid, it being imderstood, however, that so

long as said mortgage shall be in good stand-

ing, and so long as each and every covenant of

said mortgage shall have been complied with,

the said Mortgagor, the undersigned, shall have

the control and management of said property

and shall be allowed to collect and disburse any

and all rents and profits accruing from said

property, without accounting to the Mortgagee,

it being the intention of parties that this as-

signment shall automatically become operative

upon any default or delinquency on the part of

the Mortgagor imder the terms and conditions

of said mortgage, and that upon any such de-

fault or delinquency, the said Mortgagee shall

be and hereby is, authorized and empowered

without notice to exercise the rights and privi-

leges in this assignment contained, and to apply

any and all sums so collected toward the pay-

ment of said mortgage indebtedness, interest
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and costs and expenses of collection so long as

any of said sums shall remain due and unpaid.

The Assignee herein, is hereby authorized and

empowered, in the event of any delinquency as

above set out, to place a manage i- of its owii

selection in charge of said property to collect

all rents and pay out of the proceeds of said

rents a reasonable [47] compensation to said

manager and to continue said manager in pos-

session and control so long as said mortgage

shall be in default."

After the execution of said mortgage, and prior

to January 1, 1934, said mortgaged premises were

conveyed to National Investment Corporation, one

of the Debtors herein, and the mortgage was trans-

ferred for value to Investors S}iidicate.

There is and has been for many years located

upon said Lot 14, Block 11, King's Second Addition,

a two story brick veneer building used as an apart-

ment house and known as Nordell Apartments. It

contains 17 apartments, of which one consists of 4

rooms and 16 consist of 2 rooms. It is equipped with

an old type Frigidaire refrigeration and is heated

by an oil burner.

During recent years, maintenance of the building

has been neglected and the interior walls are in a

bad state of repair. Taxes for the years 1931 to

1935 in the amoimt of $2098.75 were paid by Inves-

tors Syndicate after the owner failed to pay them.

Insurance premiimis have been paid In' Investors

Syndicate to protect its security. As of October 1,
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1934, principal and interest on the mortgage in-

debtedness, in the amount of $22,708.30 was due and
unpaid. At that time the fair market value of the

property was approximately $27,500.00.

2. Resthaven Apartments.

On May 16, 1926, J. C. Meyers, Inc., being then

the owner of Lot 10, Block 2, Goldsmith's Addition

to the City of Portland, Oregon, executed to West-

ern Bond and Mortgage Company a mortgage cov-

ering said property "together with the issues, rents

and profits therefrom" to secure the payment of a

loan of $28,500 and interest thereon at 7% per an-

num, payable in monthly installments of $285 on

the 15th day of each month, beginning October 15,

1926. The mortgage was recorded May 25, 1926, in

Book 1143, at pages 223 et seq. Mortgage Records

for Multnomah County, Oregon. The mortgage con-

tained covenants identical with those in the mort-

gage covering the Nordell Apartment [48] property,

as set out above. Under date of June 29, 1926, J. C.

Meyers, Inc., executed to said Western Bond and

Mortgage Company an assignment of the rents and

income from this property, which was of the same

tenor as the above quoted assignment dated June 30,

1926, pertaining to the rents and income from the

Nordell Apartments.

After the execution of the mortgage, and prior to

January 1, 1934, the mortgaged property was con-

veyed to National Investment Corporation, and the

mortgage was assigned and transferred for value

to Investors Syndicate.
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For many years there has been and is now located

on the mortgaged property a two-story brick veneer

building used as an apartment house and knowTi as

Resthaven Apartments.

It contains 18 apartments (exclusive of a mana-

ger's apartment), of which 2 consist of three rooms

and 16 consist of 2 rooms. Maintenance of the build-

ing has been neglected and it is in a bad state of

repair. Taxes for the years 1931 to 1935, inclusive,

in the amount of $2,070.01 were paid by Investors

Syndicate, the Debtor having failed to pay them.

Investors SjTidicate has been required also to main-

tain insurance on the property to protect its se-

curity. As of October 1, 1934, principal and interest

on the mortgage indebtedness in the amount of

$25,032.93 was due and unpaid. At that time, the

market value of the property was approximately

$27,500.

3. Chapman Court Apartment.

On November 10, 1926, J. C. Meyers, Inc., being

then the owner of Lots niunbered 1, 2, 6, 7 and 10

in Block 22, Goldsmith's Addition to the City of

Portland, Oregon, executed to Investors S^Tidicate

a mortgage covering said property 'together with

the issues, rents and pi'ofits therefrom'' to secure the

pa>Tnent of a promissory note of $50,000.00 and in-

terest thereon at 7% per annum, payable in monthly

installments of [49] $500.00 on the 20th day of each

month, beginning May 20, 1927. This mortgage was

recorded on December 9, 1926. in Book 1148, at

pages 328 et seq. Record of Mortgages for Mult-
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nomah County, Oregon. The Mortgage contained

covenants identical with those in the mortgage cov-

ering the Nordell Apartment property as set forth

above.

Under date of November 20, 1926, said J. C.

Meyers, Inc., executed to said Investors Syndicate

an assignment of the rents and income from the

mortgaged property, the assignment being of the

same tenor as the one hereinabove quoted, dated

June 30, 1926, assigning the rents and incomes from

the Nordell Apartment property. After the execu-

tion of said mortgage and prior to June 1, 1934, said

mortgaged property was conveyed to National In-

vestment Corporation.

There is located on this property bungalow type

court buildings of brick veneer, consisting of five

one-story buildings, which have been laiown as the

Chapman Court Apartments. It contains 25 apart-

ments, of which 8 consist of 3 rooms, 16 consist of 2

rooms and 1 has four rooms. Composition shingles

on the roof are curled and not water tight, and the

building generally is in a bad state of repair.

As of October 1, 1934, there was due and unpaid

on this mortgage principal and interest in the simi

of $46,870.21. Taxes for the years 1931 to 1935,

inclusive, in the amount of $3,682.79 were paid by

Investors Syndicate, after the owner failed to pay

them. Investors Syndicate has been required also

to pay the insurance premiums to protect its se-

curity.

I find that as of October 1, 1934, the market value

of this property was approximately $47,000.
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4. Duplex Apartments. (First)

On March 7, 1927, J. C. Meyers, Inc., being then

the owner of Lot 14, Block 22, [50] Goldsmith's Ad-

dition to the City of Portland, Oregon, executed to

Investors Syndicate a mortgage covering said prop-

erty "together with the issues, rents and profits

therefrom" to secure the payment of a loan of

$5,000.00 and interest thereon at the rate of 7%
per amium, payable in monthly installments of

$50.00 on the 7th day of each month, beginning July

7, 1927. This mortgage was recorded on March 8,

1927, in Book 1221, at pages 339 et seq.. Mortgage

Records of Multnomah County, Oregon. The mort-

gage contained covenants identical with those in

the mortgage covering the Nordell Apartment prop-

erty. No separate assignment of the rents and in-

comes from this property was made to secure the

payment of the mortgage debt. After the execution

of the mortgage and prior to January 1, 1934, said

mortgaged property was conveyed to National In-

vestment corporation.

There is located on this property a frame duplex

apartment building, containing twelve rooms segre-

gated into two apartments, one consisting of 8 rooms

and the other of 4 rooms. For want of repainting,

the exterior walls have worn do^^^l to the wood sid-

ing, and the building is in need of repairs.

As of October 1, 1934, there was due and un]iaid

principal and interest accruing on this mortgage

in the sum of $4,663.81. Taxes for the years 1931

to 1935, inclusive, in the amomit of $456.97 were
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paid by Investors Syndicate, the owner having

failed to pay them. Investors Sjmdicate has been

required also to pay insurance premiums to protect

its security.

I find that as of October 1, 1934, the market value

of this property was approximately $5,000.00.

5. Duplex Apartment. (Second)

On March 22, 1927, J. C. Meyers, Inc., being then

the owner of Lot 11, in Block 22, Goldsmith's Addi-

tion to the City of Portland, Oregon, executed to

Investors Syndicate a mortgage covering said prop-

erty "together with the issues, rents and profits

therefrom" to secure [51] the payment of a loan of

$5,000.00 and interest thereon at the rate of 7% per

annum, payable in monthly installments of $50.00

on the 22nd day of each month beginning July 22,

1927. This mortgage was recorded on March 24,

1927, in Book 1234, at pages 146 et seq.. Mortgage

Records for Multnomah County, Oregon. The mort-

gage contained covenants identical with those in the

mortgage covering the Nordell Apartment property.

No separate assignment of the rents and incomes

from this property was made to secure the mort-

gage debt. After the execution of said mortgage and

prior to January 1, 1934, said mortgaged property

was conveyed to National Investment Corporation.

There is located upon this property a frame du-

plex apartment building, segregated into two apart-

ments, one consisting of 8 rooms and one of 4

rooms. Maintenance of this building, and particu-

larly the painting of it, has been neglected.

As of October 1, 1934, there was due and impaid
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principal and interest accruing- on this mortgage

in the siun of $4,666.47. Taxes for the years 1931 to

1935, indusive, in the amount of $456.97 were paid

by Investors Syndicate, after the owner failed to

pay them. Investors Syndicate has been required

also to pay the insurance premiums to protect its

security.

I find that as of October 1, 1934, the market value

of this property was approximately the sum of

$5,000.

On September 10, 1934, the court appointed a

trustee to take possession and control of the debtor's

property. On September 14, 1934, the trustee took

possession of the properties above mentioned and

thereafter collected the rents from them. On Octo-

ber 29, 1934, Investors Syndicate filed in this cause

its petition setting out the facts with respect to the

mortgages held by it on the Nordell, the Resthaven,

Chapman (^ourt and the two duplex apartment

properties above mentioned, alleging that the

amomits [52] of the respective mortgage debts w^ere

substantially equal to the then value of the mort-

gaged properties, respectively, and that the proper-

ties were being neglected and depreciating in value,

and praying that Investors Syndicate be permitted

to institute suit for the foreclosure of said mort-

gages, and praying further that the trustee be di-

rected to collect and segregate for the benefit of In-

vestors S>Tidicate the rents, issues and profits from

the moT'tgaged properties. At the same time Inves-

tors Syndicate filed a motion for an order in con-

formity with the prayer of its petition. The petition



84 Investors Syndicate et al. vs.

was verified, and there was attached to it an affi-

davit setting forth the value of each property and

its physical condition. Permission to foreclose was

granted and in July, 1935, Investors Syndicate in-

stituted suits for the foreclosure of each of the

mortgages held by it as above set forth.

J. C. Meyers, Inc., the maker of each of the mort-

gages held by Investors Syndicate, was dissolved on

July 5, 1927, and it has no assets and is no longer

in existence. Some of the notes held by Investors

Syndicate were signed or endorsed by J. C. Meyers

and wife, individually, but for several years neither

of them has resided in the State of Oregon and per-

sonal service of process on them could not be ob-

tained. National Investment Company, on acquir-

ing the several properties as aforesaid, did not as-

siune the personal indebtedness of the makers of

the notes. For the reasons stated, Investors Syndi-

cate 's recourse for the collection of the amomits due

on the mortgages held by it is confined to the mort-

gaged properties. [53]

II. Mortgages Held by Portland Trust &
Savings Bank.

1. Adele Manor.

On March 30, 1928, Harry Mittleman and Helen

R. Mittleman, husband and wife, being then the

owners of Lots 30 and 34, Cedar Hill, in the City of

Portland, Oregon, executed to Portland Trust and

Savings Bank a mortgage covering said property

to secure the payment of 79 promissory notes, ag-
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gregating the principal sum of $52,500.00, with

interest thereon at the rate of 7% per annum. The

several notes, each in the amount of $500.00, were

made to mature on various dates begimiing March

28, 1930, and ending March 28, 1938. The mortgage

was recorded April 2, 1928, in Book 1320, at pages

261 et seq.. Mortgage Records for Multnomah

County, Oregon. The mortgage contained the fol-

lowing covenant

:

*'As a part of the security for the smns due

and to become due the Mortgagee hereunder, the

Mortgagor/s do/does hereby convey and assign

all of the rent, issues and profits of the mort-

gaged property above described from and after

default by the Mortgagor/s in the pa}T:nent of

any sum or sums due hereunder, or any other

terms of this mortgage, and in any suit, action

or proceeding to foreclose this mortgage, the

court may, on motion of the party of the second

part, or its assigns, and without notice, appoint

a receiver to collect the rents and profits issuing

out of said premises during pendency of such

foreclosure and mitil the right of redemption

expired, and such rents and profits shall, after

payment of all necessaiy expenses, be applied in

payment, pro tanto, of the amounts due under

this mortgage."

After the execution of the mortgage and prior to

January 1, 1934, the mortgaged property was trans-

ferred by mesne conveyances to Guaranty Trust.

Company, which assumed the mortgage debt. There
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is due and unpaid on the mortgage indebtedness the

principal sum of $48,500.00 and several years' in-

terest.

There is located upon said mortgaged property,

an apartment house building known as the Adele

Manor, and the apartments therein have been rented

and produced income. [54]

On July 2, 1933, Portland Trust and Savings

Bank instituted in the Circuit Court of the State of

Oregon for Multnomah County a suit for the fore-

closure of its said mortgage (Portland Trust and

Savings Bank, a corporation, trustee, plaintiff, v.

Harry Mittleman, et al, defendants. No. 110661),

and moved the court for the appointment of a re-

ceiver to take charge and possession of the mort-

gaged premises and to collect the rents, issues and

profits therefrom and apply the same in accordance

with the order of the court. The motion came on

for hearing on August 10, 1933, and thereupon the

court, in lieu of appointing a receiver as requested,

entered an order directing Guaranty Trust Com-

pany to file in said court each month during the

pendency of said suit, verified accounts showing all

money received and all disbursements made in the

operation of said apartment house and to pay the

net income from the property into court to be ap-

plied as the court later should direct. Afterward,

said order was modified whereby the Guaranty Trust

Company was permitted to retain from the net

monthly rentals received from the mortgaged prop-

erty an amount equal to 20% thereof as compons^i-
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tion for tlie use of furniture and fixtures in the

apartment house belon^ng to Guaranty Trust Com-

pany and not covered by said mortgage. Pursuant

to said orders of the Circuit Court, Guaranty Trust

Company or its attorney, John W. Kaste, filed

monthly reports of tlie net income fi'oni said prop-

erty as required by said orders and paid such net

income into the Circuit Court for the period August

I, 1933, up to and including May 11, 1934. Such net

rental and income for the period subsequent to May
II, 1934, was collected by said John W. Kaste and

retained by him mitil after the appointment of

C. W, Twining as trustee in this proceeding. There-

after said John W, Kaste, upon the order of this

court, paid the accumulated net income and rental

in his hands to said C. W. Twining as trustee. From

that time on such net rentals and income have been

received by the trustee in this [55] proceeding.

2. Charmaine Apai'tments.

On July 17, 1928, Harry Mittleman and Helen R.

Mittleman, husband and wife, being then the owners

of Lot 29, and 35, Cedar Hill, in the City of Port-

land, Oregon, executed to Portland Trust and Sav-

ings Bank, as trustee, a mortgage on said property

to secuiT the pa,\Tnent of 71 promissory notes aggi^e-

gating in principal the sum of $50,000.00 and in-

terest thereon at 7% per annum. These notes, each

in the sum of $500.00, were to mature serially on

various dates beginning July 17, 1930, and ending

July 17, 1938. This mortgage was recorded July 18,
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1928, in Book 1345 at pages 209, et seq., Mortgage

Records for Multnomah County Oregon. The mort-

gage contained the following covenant:

"As a part of the security for the sums due

and to become due the Mortgagee hereunder,

the mortgagor/s do/does hereby convey and

assign all the rent, issues and profits of the

mortgaged property above described from and

after default by the Mortgagor/s in the pay-

ment of any sum or sums due hereunder, or

any other terms of this mortgage, and in any

suit, action or proceeding to foreclose this

mortgage, the court may, on motion of the party

of the second part, or its assigns, and without

notice, appoint a receiver to collect the rents

and profits issuing out of said premises during

pendency of such foreclosure and imtil the right

of redemption expires, and such rents and pro-

fits shall, after payment of all necessary ex-

penses, be applied in payment, pro tanto, of the

amoimts due mider this mortgage."

There is due and unpaid on this mortgage prin-

cipal in the sum of $47,000.00 with several years'

interest. After the execution of said mortgage and

pi'ior to January 1, 1932, the mortgaged property

was conveyed by mesne conveyances to Guaranty

Trust Company, which assumed the mortgage debt.

There is located upon said property an apart-

ment house, known as the Charmaine Apartments,

and the apartments therein have been rented.
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On July 2, 1933, Portland Trust and Savings

Bank [56] instituted in the Circuit Court of the

State of Oregon for Multnomah County, a suit to

foreclose said mortgage (Portland Trust and Sav-

ings Bank, trustee, a corporation, plaintiff, v. Harry

Mittleman, et al, defendants. No. 110662) and moved

the court for the appointment of a receiver to take

charge and possession of the mortgaged premises

and to collect the rents, issues and profits therefrom

and to apply the same in accordance with the order

of the court. Said motion came on for hearing on

August 10, 1933, and the court entered therein an

order to the same effect as that entered upon the

same day in the suit hereinabove mentioned in-

volving the Adele Manor property. Thereafter the

same proceedings were had with respect to the rents

and incomes from said Charmaine Apartments as

those taken with respect to the Adele ^lanor Apart-

ments, and the rents, issues and profits from the two

properties were handled, accoimted for and disposed

of in the same manner.

On February 2, 1935, Poi-tland Trust and Savings

Bank filed in this cause its petition, setting out the

facts hereinbefore stated with respect to said mort-

gages upon the Adele Manor and Charmaine Apart-

ments, the institution of said foreclosure suits, the

order of the said Circuit Court with respect to the

collection, handling and accomiting for the rents,

issues and profits from said apartment houses, and

prajdng for an order authorizing and directing John

W. Kaste and C. W. Twining, as tinistee, to pay to
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the Clerk of the Circuit Court for Multnomah

County all of the net rentals derived from the mort-

gaged premises, less the 20% thereof to be deducted

for the use of the furniture and fixtures. No final

action has been taken by the court on that petition.

[57]

III. Mortgage Held by Metropolitan Life

Insurance Company.

Marvilla Court Apartment.

On September 17, 1929, Irving A. Duncan and

Ethel J. Dimcan, husband and wife, being then the

owners of Lots 11 and 12, in Block numbered 107,

Irvington, in the City of Portland, Oregon, executed

to Portland Trust and Savings Bank a mortgage on

said property to secure the payment of a promis-

sory note in the principal sum of $25,000.00 with

interest at 6% per annum, payable $750.00 on Sep-

tember 1, 1930, and a like amount on the first day of

each March and September thereafter until March 1,

1940, when the balance of the principal siun should

become due. This mortgage was recorded Septem-

ber 17, 1929, in Book 38, at page 47, et seq., Record

of Mortgages for Multnomah C^ounty Oregon. Said

mortgage contained the following covenant:

"The rents, issues and profits of the mort-

gaged property, to and until maturity of the in-

debtedness secured hereby, either by lapse of

time or by reason of default of the Mortgagors,

shall belong to the Mortgagors, but upon ma-

turity of said indebtedness for any cause, the
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Mortgagee shall have the right forthwith to

enter into and upon the mortgaged premises

and take possession thereof, and to collect the

rents, issues and profits thereof, and apply the

same, less reasonable costs of collection, upon

the indebtedness hereby secured, and the Moi-t-

gagee shall have the right to the appointment

of a receiver to collect the rents, issues and

profits of the mortgaged premises immediately

upon default of the Mortgagors and without

notice."

On July 18, 1930, Irving A. Duncan and Ethel J.

Duncan conveyed said mortgaged property to Guar-

anty Trust Company subject to said mortgage, but

Guaranty Trust Company did not assiune the per-

sonal indebtedness of the mortgagors. After the

execution of said mortgage and prior to the 1st day

of January, 1934, Portland Trust and Savings Bank

transferred and assigned said mortgage and the note

secured thereby to Metropolitan life Insurance

Company. [58]

As of November, 1935, there was due upon said

note and mortgage, principal in the simi of $22,-

355.97, interest in the sum of $3,434.80, and taxes

advanced by the mortgagee in the amount of

$1,936.44. The 1935 taxes in the amount of $426.08

were not paid. For many years there has been and

is now located upon said mortgaged property an

apartment house known as the Marvilla Court

Apartment, and the apartments therein have been

rented. On October 29, 1934, Metropolitan Life In-
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surance Company filed iii this proceeding a peti-

tion setting out the facts above stated with respect

to said mortgage and the indebtedness secured by it

and praying that it be permitted to file a suit to

foreclose said mortgage and that the trustee herein

be required to segregate and keep separate for the

benefit of Metropolitan Life Insurance Company the

rents, issues and profits derived from the mort-

gaged premises. Permission to foreclose said mort-

gage was granted and in July, 1935, a suit for the

foreclosure of said mortgage was instituted in this

court.

IV. Mortgage Held by Joseph A. West.

Multnomah Court Apartment.

On February 16, 1927, Julia Douglas, a widow,

being then the owner of Lots 8 and 9, in Block let-

tered A, Holiday Park Addition to the City of Port-

land, together with an adjacent strip of land, exe-

cuted to the Mortgage-Bond Company of New York,

a New York corporation, a mortgage covering said

property to secure the payment of a note in the

sum of $24,000.00, wdth interest thereon at 6i/o%

per annum, payable in installments of $625.00 each

on the first days of March and September during

the years 1929 to 1936, inclusive, and the balance of

$14,000.00 on the first day of March, 1937. The

mortgage was recorded on February 19, 1927. in

Book 1212 at page 323, et seq. Mortgage Records for

Multnomah County, Oregon. The [59] morto-ao-e

contained the following covenant:
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'*As an additional security and pledge for

the payment of said indebtedness, and subject

to the tenns and provisions of this mortgage,

said mortgagor does hereby bargain, sell, and

assign to said mortgagee all the rents, issues,

and profits of said premises, and in event of a

bill or complaint being filed to foreclose this

mortgage, the court shall, on motion or applica-

tion of said mortgagee, either at the time of

filing such bill or complaint or thereafter, and

without regard to the condition of said property

at such time, appoint a receiver to collect the

rents and profits of said premises during the

pendency of such foreclosure and apply such

rents, issues, and profits to the payment pro

tanto of the amounts due under this mortgage,

first deductmg all proper charges and expenses

of such receivership, and said mortgagor agrees

to forth^^'itll surrender possession to any re-

ceiver so appointed."

After the execution of said mortgage and prior to

the first day of January, 1934, said mortgaged

property was transferred by mesne conveyances to

National Investment Corporation. On Jime 15, 1934,

said mortgage and the note secured thereby were as-

signed and transferred to Joseph A. West wlio owns

the same.

As of November, 1935, there was due and impaid

on said note and mortgage the simi of $20,250.00

with several years' interest.
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There is located upon said property an apart-

ment house, known as Multnomah Court Apart-

ments, and the apartments therein have been rented.

By an order of this court entered August 1, 1935,

permission was granted to Joseph A. West to insti-

tute a suit for the foreclosure of said mortgage and

on August 19, 1935, a complaint to foreclose the

mortgage was filed in the Circuit Court of the State

of Oregon for Multnomah County (cause No. 119-

303, Joseph A. West, plaintiff, v. Guaranty Trust

Company, et al, defendants). There has been no at-

tempt to sequester the rents and income from the

mortgaged property except such as may appear

from the facts stated in this report. [60]

Facts Pertaining to All Mortgages.

The order of the court entered September 10

]934, appointing a trustee in this proceeding, con-

tained the following:

"Ordered that said trustee shall forthwith

take possession of all property, assets, and busi-

ness of the Guaranty Trust Company and Na-

tional Investment Company and of each of them,

wheresoever situated, and to make and file

herein an inventory or schedule thereof; and it

is further

Ordered that said trustee shall haA^e power

and authority to manage, operate and control

the properties and assets coming into his pos-

session, and to incur the usual and necessary

expense usually incident to the operation



Lloyd R. Smith, et al. 95

thereof, provided, however, that all expenditures

be made upon order of the court; and it is

further

Ordered that said trustee shall keep separate

accoimts of all moneys coming into his posses-

sion from each of the sevei'al pi'operties of the

debtor or its said affiliate, and that the trustee's

accounts shall be kept so that all income and

revenues received and expense incurred in the

operation of each of such properties can at all

times be ascertained and segregated."

Pursuant to that order, the trustee took posses-

sion of the mortgaged properties herein above

described on September 14, 1934, and ever since has

been collecting the rents and income from them. In

his accoimts, the trustee has kept the income from

the several mortgaged properties segregated so as to

show the gross amoimt of income from each. Like-

wise, he has kept segregated the allocable items of

expense incurred in maintaining and operating each

of those properties. From the gi^oss receipts from

all properties, the trustee has paid out certain items

of expense, like general supervision, incurred in

managing and operating the properties, but which

could not be allocated definitely to any particular

property, except upon some arbitrary basis which

has not been prescribed.

From the handling of these moi'tgaged properties

there has accumulated in the hands of the trustee a

net balance of income above expenses of operation

of between $10,000.00 and $20,000.00, which all [61]
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parties other than the mortgagees claim is subject

to the payment of the several claims now presented.

Except for this fund, there are no substantial assets

in the hands of the trustee available for the payment

of those claims.

I find that if the mortgagees are entitled to hold

the rents and income from the respective mortgaged

properties as a part of their security, there should

be deducted from such rents and income and re-

tained as general assets of the Debtors' estate, such

amounts as will reasonably compensate the estate

for collecting such rentals and supervising and

managing the mortgaged properties. I conclude

from the testimony that 5% of the gross income

from each of the apartment houses is a reasonable

sum to be retained to cover the expense to the estate

of handling that property.

In some of the mortgaged apartment houses, the

apartments are furnished in whole or in part by

furniture and equipment belonging to the debtor

and not covered by the lien of the mortgages. Rents

and income obtained from the use of such furniture

and equipment camiot be treated as security for the

respective mortgage debts, but constitute general as-

sets of the Debtors' estate. I find that as to each of

the furnished two-room apartments, $2.50 per

month, and as to each of the furnished apartments

comprising three rooms, $3.50 per month, and as to

each furnished apartment comprising four or more

rooms, $4.00 per month, should be considered as rep-

resenting income from furniture and equipment in
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those apartiiients ; and with respect to all those

apartments furnished with furniture and equipment

not covered by the mortgagee's lien on the building,

such income from furniture and equipment should

be considered general assets of the Debtors' estate.

General Conclusions of Law on Claims of

Mortgagees.

Section 5-112 Oregon Code 1930 provides:

''A mortgage of real property shall not be

deemed [62] a conveyance so as to enable the

owner of the mortgage to recover possession of

the real property without a foreclosure and sale

according to law; provided, that nothing in this

act contained shall be construed as any limita-

tion upon the right of the oAvnei* of real prop-

erty to mortgage or pledge the rents and profits

thereof, nor as prohibiting the mortgagee or

pledgee of such rents and profits, or any trustee

under a mortgage or trust deed from entering

into possession of any real property, other than

farm lands or the homestead of the mortgagor

or his successor in interest, for the purpose of

operating the same and collecting the rents and

profits thereof for application in accordance

with the provisions of the mortgage or trust

deed or other instrument creating the lien, nor

as any limitation upon the power of a court (^f

equity to appoint a receiver to take charge of

such real property and collect such rents and

profits thereof."
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That part of the section which includes and fol-

lows the word ''provided" was added by an amend-

ment which took effectMay 28, 1927. (General Laws
of Oregon 1927, Chapter 310, page 392) The remain-

der of the section has stood in the same form since

1862. Some of the mortgages in question were exe-

cuted prior to the effective date of the 1927 amend-

ment, and others were executed thereafter.

Mortgages Executed Prior to 1927 Amendment to

Section 5-112 Oregon Code 1930.

Parties other than the mortgagees, while claim-

ing that all income from the mortgaged properties

is subject to the payment of their claims, urge that

this is particularly true as to the income from prop-

erties mortgaged prior to the effective date of the

1927 amendment, for the reason that Section 5-112

Oregon Code in its then existing form rendered

void, as against public policy, any agreement pledg-

ing the rents, issues or profits from the mortgaged

properties as security for the mortgage debt. They

rely on such cases as Teal v. Walker, 111 U. S. 242
;

Thompson v. Shirley, (Oregon District Court), 69

Fed. 484; and Couper v. Shirley (C. C. A. 9th), 75

Fed. 168 ; construing the Oregon statute, and Hazel-

tine V. Granger, 44 Mich. 503 (7 N. W. 74), Wagar
V. Stone, 36 Mich. 364; Detroit Trust Co. v. Lipsitz,

264 Mich. 404 (249 N. W. 892) ; Western Loan &
Bldg. Co. V. Mifflin, [63] 162 Wash. 33 (297 Pac.

743) ; and State ex rel Gwinn v. Superior Court,

170 Wash. 463 (16 Pac. (2d) 831) ; construing simi-
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lar statutes in Michigan iuid Washington. These

cases hold, in substance, that under such statutes a

mortgage is merely security for a debt and not a

conveyance; that the mortgagee is not entitled to

possession until he gets it by a decree of foreclosure

;

that not being entitled to possession, the mortgagee's

claim to the rents prior to foreclosure "is without

support
'

'
; and that a stipulation pledging the rents

to secure the mortgage debt is contrary to the public

j)olicy of the state as declared in the statute.

On the other hand, these same cases hold that such

a statute does not take away from courts of equity

the power to appoint a receiver to take possession

of the mortgaged property and collect the rents and

profits therefrom, upon a showing that the mort-

gagor is insolvent and that the security is inadequate

or that waste is being permitted. The same courts

hold that non-payment of taxes may constitute waste

within that rule. (Newman v. Northwick, 95 Wash.

489, 164 Pac. 61; Euphrat v. Morrison, 39 Wasli.

312, 81 Pac. 696; Nusbaum v. Shapero, 249 Mich.

252, 228 N. W. 785).

Except for the respectability of the authority

holding that a statute providing merely that

"a mortgage of real property shall not be

deemed a conveyance so as to enable the owner

of the mortgage to recover possession of the

real property A\4thout a foreclosure and sale

according to law,''

renders void a voluntary agreement to place tlie

mortgagee in possession or to secure the debt by an
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assignment of the rents, it would be difficult for me
to reach that conclusion. As said in Roberts v.

Sutherlin, 4 Ore. 219, 224:

"The notion that a mortgagee's possession,

whether before or after default, enlarges his

estate, or in any respect changes the simple re-

lation of debtor or creditor, between him and his

mortgagor, rests upon no foundation,"

and further (224) : [64]

'*The result of this construction of the law

of mortgages is simply declaratory of the true

doctrine that the people should not be unneces-

sarily trammeled or restrained in their right

to deal with their property according to their

o^vn judgment of what may be for their best in-

terests. If a mortgagor chooses to retain the

possession of his mortgaged premises until a

foreclosure and sale, he may do so ; if he thinks

that his interests will be promoted by investing

his mortgagee with possession before that time,

he is bound by his act according to the terms

and legal effect of his agreement."

Accordingly it is well settled in Oregon that if the

mortgagee obtains possession of the mortgaged

premises with the consent of the mortgagor or other-

wise acquires such possession peaceably, he may re-

tain possession until the mortgage debt is paid.

(Roberts v. Sutherlin, 4 Ore. 219, 224^, Cooke v.

Cooper, 18 Ore. 142, 147-149; Lambert v. Howard,

49 Ore. 342, 345). In so holding the Oregon court.
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construing this same statute in the Cooke case said

(18 Ore. 148-149) :

"It results, therefore, that while a mortgagee

is not pennitted to maintain a, possessory ac-

tion to recover the mortgaged premises by rea-

son of the default of the mortgagor, still, if

he can make a peaceable entry upon the mor-

gaged premises after condition broken, he may
do so, and may maintain such possession against

the mortgagor and every person claiming un-

der him subsequent to the mortgage, subject

to be defeated only by the payment of his debt.

This view of the law in no maimer interferes

with the just rights of the mortgagor, and at

the same time it does not sacrifice the interest

of the mortgagee to the merest technicaUties

of the law, which have sometimes been per-

mitted to prevail, and the mortgagee turned

out of possession stripped both of tlie property

and his mortgage debt as well."

There is, of course, an obvious distinction ))etween

an agreement as to possession or rentals made at

the time when the mortgage debt is created, and

one made thereafter ; but the Oregon Court did not

rest the cited decisions on such a distinction. The

differentiation which the Oregon Court did make

was that between implications that would extend

the mortgage contract beyond its terms, whicli the

statute condemns, and voluntaiy stipulation as to

possession, which the statute does not mention. And
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these cases do made it clear that [65] a mortgage

is still merely a lien, even though the mortgagee

is in possession, and that such possession, at least

after condition broken, is not prohibited hy the

statute.

It is urged that State ex rel Nayberger v. Mc-

Donald, 128 Ore. 684 is to the contrary. I do not

think so. In that case, a first mortgage on prop-

erty covered the rents and profits from that prop-

erty. A second mortgage covered the property only

and did not include the rents and profits. The

claim to the rents was made by the second mort-

gagee who claimed, not through his second mort-

gage, but through the first mortgagee by subroga-

tion. The court denied the right of subrogation

because the second mortgagee had not paid the

first mortgage debt; and it denied the right to the

rents under the second mortgage because that mort-

gage did not grant that right, and none was created

by statute when the parties had not so agreed.

Of course the validity and scope of the mortgages

in question are to be determined by the law of

Oregon. Continental Bank v. Nineteenth & S. W.
Corp. (C. C. A. 3rd) 79 Fed. (2d) 284, 285. The

mortgagees claim that the Oregon legislature has

construed the former statute in their favor when it

passed the 1927 amendment. On the other hand,

those opposing the mortgagees claim that the legis-

lature, by adopting that amendment, gave an oppo-

site legislative construction of the prior statute.

Authorities bearing generally on the subject are
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cited ill support of each of the opposing conten-

tions. None of the cases cited are directly in point

here, and we must determine the legislative purpose

hy analyzing the language used.

All that was added hy the 1927 auKnidment was

the proviso. Generally a proviso is not used to ex-

tend the purview of an act, hut rather to explain

or qualify what otherwise has been enacted. (Minis

V. United States, 15 Pet. 423; Olson v. Heisen, 90

Ore. 176, 178; Meyers v. Pacific States Lumber Co.,

122 Ore. 315, 320)

The proviso begins with the significant language

that ''nothing herein contained shall be constinied

as any limitation upon \^66^ the right of the o\Mier

of re<d property to mortgage or pledge the rents or

profits thereof * * *". It deals purely with the

construction of the prior statute and does not pur-

poT't to create a right which did not theretofore

exist. "An expository or declaratory act is one

that does not purport to change the former law but

only to determine the proper construction to be

placed upon the common law or a former statute"

(59 C. J. 1181). I think that the 1927 amendment

was an act of that character, and that the interpre-

tation declared in 1927 was in accord ^vith that

intended in 1862 when the original statute was

enacted. [67]

However that may be, I think that the 1927

amendment is applicable here. Such application

does not impair, but rather carries out, the obliga-

tions of the agi-eements voluntarily made by com-
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petent parties. "A statute may not be declared

unconstitutional on the ground that it gives bind-

ing force to a voluntary agreement void or unen-

forcible when made", (12 C. J. 1060; Benton County

Savings Bank v. Lowry, 160 Wis. 659, 152 N. W.
463) ; and tha,t is true even though the contract

when made was void on account of being against

public policy. (Gross v. U. S. Mortgage Co., 108

U. S. 477, 488; Iowa Savings & Loan Association

V. Heidt, 107 Iowa 297, 77 N. W. 1050).

It is my conclusion that with respect to the appli-

cation of rents and income from mortgage proper-

ties, there is no difference, for the purposes of this

case, between mortgages executed prior to the 1927

amendment and

Mortgages executed subsequent to the 1927

amendment to Section 5-112 Oregon Code,

1930.

Those opposing the mortgagees claim that imder

the 1927 amendment the right of the mortgagors

to the appointment of a receiver for the sequestra-

tion of the rents and profits from mortgaged prop-

erties can be exercised only as an incident to a

direct proceeding to foreclose the mortgages; that

the appointment of a receiver can be made only

upon a showing of the insolvency of the mortgagor

and the inadequacy of the security; that prior

to the commencement of this proceeding, no re-

ceiver for any of the mortgaged properties had been

appointed nor had the rents and profits from any
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of the properties been sequestered in any manner;

that none of the mortgagees have submitted them-

selves to the jurisdiction of this court for any pur-

pose; and that "under these circumstances the

bankruptcy court did not and could not by any

proper proceeding sequester the rents from these

properties for the benefit of the mortgagees". [68]

Then explaining the bi'oad factual premise thus

assumed with respect to the two nioi'tgage fore-

closure proceedings instituted by Portland Trust

and Savings Bank on July 2, 1933, for the fore-

closure of its mortgages on the Adele Manor and

Charmaine Apartment properties, respectively, they

assert that while the appointment of receivers in

those cases was applied for, no receiver was ap-

pointed ; that the deposits in court mider the orders

then made for the deposit in court of the net income

from the properties, ceased upon the appointment

of the trustee in this proceeding; that moneys then

in the hands of Mr. Kaste and later turned over to

the trustee "were, in law, the moneys of the bank-

rupt, and hence little thereto vested in the trustee

in bankruptcy upon his appointment"; and that

rentals thereafter collected by the trustee from

those properties came into his possession inde-

pendently of any action taken in the foreclosure

proceedings.

Taking up the two last mentioned mortgages

first, it seems to me that the argiunent made con-

fuses form with substance. A receiver is an officer

of the court appointed as a convenient means of
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carrying out the directions of the court in han-

dling property in custodia, legis. It is clear that

the state court, though refraining from appointing

a receiver for these two mortgaged properties, did

intend to impoimd the net income from the mort-

gaged properties and thereby accomplish the same

purpose as the appointment of a receiver. The or-

ders were obeyed and the net income was paid into

court as directed. That course would have con-

tinued except for the appointment of a trustee in

this proceeding. It is not for this court to say that

the state court should have followed one procedure

or another for impounding these rentals; the im-

portant fact is that the state court, in a manner

deemed by it and the parties to be appropriate, did

in fact take charge of these rentals for the protec-

tion of the mortgagee, and continued to exercise

that control until action of this court intervened.

Those rights cannot [69] be prejudiced by the action

of this court in appointing a trustee to take pos-

session of the property. (Continental Bank v. Nine-

teenth & S. W. Corp. (C. C. A. 3rd) 79 Fed. (2d)

284, 285). That the state court acted directly in-

stead of through its receiver in the handling of

those funds does take away the rights acquired by

the mortgagees prior to the commencement of this

proceeding. It is my conclusion, therefore, that

the rentals from those two properties were appro-

priately sequestered and the rights of the mort-

gagee therein must be detennined on that basis.

As to the rentals from the other mortgaged prop-

erties a different question is presented. If this were
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tlie usual l>ankniptcy proceeding not involving Sec-

tion 77-B of the Bankruptcy . Act, we would have

the aid of precedent, although even then the ad-

judications are conflicting. See note 75 A. L. R.

52G under heading "Rights in respect of rentals

and ])rofits as between mortgagee and trustee in

bankruptcy of mortgagor", wherein the author sum-

marizes the cases as follows:

"A conflict exists on the question here con-

sidered. By the weight of authority it is held

that the mortgagor is entitled to rents and

profits accruing up to the time the mortgagee

enters, or brings a bill to foreclose or enter, and

that this right inlieres in the mortgagor's trus-

tee in bankruptcy and that the latter, up to

the time the mortgagee takes action, takes the

rents and profits for the benefit of the bank-

rupt's creditors."

The majority I'ule as thus announced was fol-

lowed by the Circuit Court of Appeals of the Ninth

Circuit in Re Hotel St. James Company, 65 Fed.

(2d) 82. In that case the mortgage authorized the

mortgagee (trustee for bondholders) to take posses-

sion of the property and operate it for the benefit

of the bondholders or to obtain the appointment

of a receiver to take charge of the property and

collect the rents and income from it. But the mort-

gagee, at the time the mortgagor was adjudged a

bankrupt, had not taken possession of the property,

nor obtained the appointment of a receiver. After

the adjudication in bankruptcy, [70] no application
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was made to the bankruptcy court to direct the

receiver to sequester the rents. After the property

had been sold, the mortgagee made claim to the

rentals collected by the trustee. In denying the

claim, the court said (84-85) :

"The trust indenture provided:

'If one or more of the events of default

shall happen, the Trustee * * * shall enter

* * * and take * * * possession of the trust

estate, * * * and may * * * operate

* * * the estate, and conduct the business

thereof to the best advantage of the holders

of the bonds secured hereby. * * *

'The Trustee shall be entitled to the ap-

pointment of a receiver of the trust estate

and of the earnings, rents, dividends, income,

interest and profits thereof. * * *'

No attempt was made by bondholders, or trus-

tee mider the trust deed, to take possession be-

fore bankruptcy or to have a receiver appointed

specifically for their benefit. No petition was

addressed to the bankruptcy court to direct the

general receiver, or the trustee, to sequester the

rents and profits, as in Mortgage Loan Co, v.

Livingston, supra; no claim to the rents was

made until after the sale.

In such circumstances the second Circuit in

re Brose, 254 F. 664 (1918), has held that the

mortgagee is not entitled to the money. After

quoting at page QQQ of 254 F. from Freedman's
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Savings & Trust (^o. v. Shepherd, 127 V. S.

494, 8 S. Ct. 1250, 32 L. Ed. 163 (1888)

:

'The general rule is that the moi-tgagee is

not entitled to the rents and profits of the

mortgaged premises until he takes actual pos-

session, or until possession is taken, in his be-

half, by a receiver, * * * or until, in proper

form, he demands and is refused possession,'

the eoui-t continued: 'This general rule the

federal courts will follow, except in cases

where it appears that the law of the state

. where tlie premises are situated applies a dif-

ferent rule."

The court found that such was the rule in Xew
York. So it is in California. 17 Cal. Jur. Sec.

288, page 1013; Freeman v. Campbell, 109 Cal.

360, 42 P. 35 (1895) ; Simpson v. Ferguson, 112

Cal. 180, 40 P. 104, 44 P. 484, 53 Am. St. Rep.

201 (1896). And a trust deed in California

gives no gi-eater right to possession, and thus

rents, than does a mortgage. 25 Cal. Jur. Sec.

29, page 41; 17 Cal. Jur. Sec. 25, page 721.

Cases in other courts are collected in notes 4

A. L. R. 1405, 1410; 55 A. L. R. 1020, 1022.

Without citing In re Clark Realty Co., 234

F. 576, in which, in 1916, the Seventh Circuit

Court of Appeals denied the mortgagee's right

to such rents, that court, in 1931, In re Wakey,

50 F.(2d) 869, 871, 75 A. L. R. [71] 1521,

reached the opposite conclusion. We cannot con-

cur therein or in the statement that while the
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facts in the Livingston case, supra, 'are not in

all respects similar * * * the principle involved

is the same. ' In the Livingston case, foreclosure

was commenced before bankruptcy, and, as the

court said, would have given the mortgagee

possession, but for the bankruptcy, two days

after the petition in bankruptcy was filed. More-

over, immediately upon the appointment of the

receiver in bankruptcy, the mortgagee requested

sequestration of the rents, to which the receiver

assented, and repeatedly thereafter asked leave

to continue the enjoined foreclosure."

This case, like most of the others applying the

same rule, points out the failure of the mortgagee

to make timely and appropriate application to the

bankruptcy court for a sequestration of the rents.

Moreover, in that case, as in many of the others

reaching a like conclusion, there was no express

assignment of the rents and profits as security for

the mortgage debt, there being an important dis-

tinction between a mere right of the mortgagee to

take possession, by a receiver or otherwise, upon

default, and an express assignment of the rents and

profits as a part of the security pledged originally.

But as I view our present question, it is not settled

by the cases cited on either side. Section 77-B, not

involved in any of those cases, confers upon the

court powers with respect to the possession and

control of the debtors' property that are much
broader than those formerly vested in the bank-

ruptcy Court. The preservation of the debtors'
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properties and relationships for the purpose of

working out a. reorganization and the continuation

of the debtor in business, i-equired widei- powers in

this respect than is necessary in a mere liquidation

proceeding'. Reorganization contemplates conference

and negotiation with creditors and stockholders, the

submission and study of reorganization plans, the

opportunity to propose and consider modified or

substitute plans, the rearrangement of the debtors'

corporate and debt structures, and the negotiation

of many contracts and other instruments of various

kinds essential to a reorganization, and all this ordi-

nai'ily requires much more time than a straight

liquidation, conducted for the greater part ex parte.

[72] In the meantime it is necessary that the debt-

ors' properties be preserved intact as a going con-

cern. To accomplish that, it was necessary, so far

as Congress could authorize it to be done, to bring

all properties of the debtor under the control of

the court and hold creditors a.t bay mitil the success

or failure of the reorganization progi'am may be de-

termined.

In these circimistances, if the tiling of a petition

under Section 77-B is to tie the hands of a mort-

gagee whose mortgage is in default while the trustee

takes possession of that property and collects the

rent for the benefit of others for a long period of

time, the result is to take from the mortgagee some

of the substance of his security. Since he can

obtain protection only through the court ha^Tng

jurisdiction of the reorganization proceeding, he
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ought not to be held to have waived his rights by

failing to apply to some other forum that is power-

less to help him. The only course open to the mort-

gagees here for the protection of their rights in the

mortgaged property was that which they actually

took, namely, to apply to this court to ha.ve segre-

gated and held for them the rents and profits from

the properties mortgaged to them, until such time as

the proposed reorganization should be accomplished

or liquidation should be directed.

The thought I have in mind is illustrated by the

decision of the Circuit Court of Appeals of the Sec-

ond Circuit in Prudential Ins. Co., v. Liberdar

Holding Company, 74 Fed. (2d) 50, wherein a mort-

gagee was claiming rentals collected by a receiver

from mortgaged property. The court said (p. 53)

:

"In dealing with an Oregon statute (Gen.

Laws Or. 1843-1872, c. 4, tit. 1, Sec. 323) pro-

viding that 'a mortgage of real property shall

not be deemed a conveyance so as to enable the

owner of the mortgage to recover possession of

the real property without foreclosure and sale

according to law,' the Supreme Court held that

a covenant in a mortgage requiring possession

to be given to the mortgagee in the event of

default was unenforceable. Teal v. Walker, 111

U. S. 242, 4 S. Ct. 420, 28 L. Ed. 415. We think

tha.t the effect of the New York Act of 1828

(2 N. Y. Rev. St. (1st Ed.) 1829, p. 312, pt. 3,

c. 5, tit. 1, Sec. 57 [73] (now Civil Practice

Act, Sec. 991) forbidding a mortgagee to bring

ejectment for the recovery of possession of
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moi'tgaged premises in the event of default

(section 991, Civil Practice Act) cannot be

avoided by a contract between the parties. One

Hundred and Forty-Eighth Street Realty Co.,

Inc. V. Conrad, 125 Misc. 142, 210 N. Y. 8. 400. It

is much more in accord with its spirit that the

court should appoint a receiver in foreclosure

or if, as in the present case, receivers have

already been appointed in a suit for conserva-

tion of assets, that the court should retain pos-

session of the property and have the rents col-

lected for the benefit of all concerned. In this

way the general creditors will not be in a posi-

tion to complain of mismanagement by the mort-

gagee, ivliiJe the latter will have its rights jyro-

tected as fully as though the pi'operties ivere in

its own possession and under its management *

We see no reason for enforcing a covenant

which gives a mortgagee possession in the event

of default. The receivers are vitally interested

in the amoimt that may be derived from the

premises in suit for, should the foreclosure sale

yield enough to pay the mortgage, the rents

would in effect wholly imire to their benefit.

Their collection of the rentals pursuant to the

decree will serve the interest of all jyarties/'

In view of the unusually broad powers conferred

by Section 77-B upon the court and the trustee with

respect to possession and control of the debtors'

property, I think that in the case at bar, as in the

*[Printer's Note: Emphasis by the Court.]
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one last cited, the appointment of the trustee and

his possession were intended to "serve the inter-

ests of all parties", including the mortgagees, and

that they did not lose any of their rights by a

course of action which they could not prevent.

It is my conclusion, therefore, that the order

of this court dated September 10, 1934, directing

that the rentals and income from the various prop-

erties should be kept segregated, the obedience to

that order by the trustee, and the petitions of the

resi^ective mortgagees to have those rentals kept

separate for their benefit, operated as a sufficient

sequestration of those rentals to preserve the rights

of the mortgagees in them. Had there been ap-

pointed a separate receiver for each apai'tment

house to hold possession or collect the rents for a

particular [74] mortgagee, the sufficiency of the

sequestration would be readily apparent, and I

think the same result could be and was obtained

by the appointment of a single trustee to handle

all of the properties with a segregation of the

income and expenses of each of them. I think the

course taken was an orderly one which, as intended,

protected the rights of all parties during the in-

terval when the debtors were trying to work out

a reorganization.

Substajitially the same ultimate result will be

reached l)y another line of reasoning. While the

trustee was in possession of the mortgaged prop-

erties and operating the several apartment houses,

he was required to pay, as a part of the operating
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expenses, the taxes on the properties which accrued

duriiii^ that period. As said in Re Humeston

(C. C. A. 2nd) 83 Fed. (2d) 187, 189:

*^Such taxes as fell due during the period of

the trustee's occupation were part of the ex-

penses of that occupation and should be ])orne

by the estate. Michigan v. Michigan Trust Co.,

286 U. S. 334, 52 S. Ct. 512, 76 L. Ed. 1136;

MacGregor v. Johnson-Cowdin-Euimerich, Inc.,

39 F.(2d) 574, 576 (C. C. A. 2); Central Ver-

mont R. Co. V. Marsch, 59 F.(2d) 59 (C. C. A.

1) ; Prudential Ins. Co. v. Liberdar Holding

Corporation, supra, 74 F.(2d) 50. This is not

contrary to our decision in Re Kings County

Real Estate Corporation (C. C. A.) 67 F.(2d)

895. There, a second mortgagee had got the

rents sequestered in his favor, and we held

that he might take then without deduction, leav-

ing unpaid even those taxes which accrued dur-

ing occupation. In this we followed the New
York law, Ranney v. Peyser, 83 N. Y. 1. The

distinction is that a mortgagee who enters or

gets a sequestration order does not by that

alone embark upon a venture on the land ; he is

merely collecting his debt. He may indeed, as

we suggested, put himself in the same class as

the mortgagor, if for instance he delays fore-

closure so long that it is reasonable to infer

that he is using the land as an independent en-

terprise; but the sequestration is not enough

without more. When on the other hand the
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mortgagor's trustee continues the occupation,

he necessarily means to exploit it for profit,

and the gross returns must pay the running

expenses. Thus taxes which became payable be-

tween November 1, 1933, and May 21, 1935,

must be paid, and not only the entire fa,ce

of these, but all interest and penalties accumu-

lated upon them. It was the trustee's duty to

pay them w^hen they fell due, and the estate

must suffer from his failure."

While I do not have before me exact figures

whereby the amount of the net rentals received by

the trustee from a [75] particular apartment house

can be compared with the taxes accruing against

that property during the period of the trustee's

possession, I surmise that as to most of these

properties such taxes will approximate, if they do

not exceed, the amount of net rentals collected,

aftei' making the deductions therefrom which I

find should be made before the rentals a.re applied

for the benefit of the respective mortgagees. If that

is true, the other questions discussed above are

unimportant and do not affect the ultimate result.

I do not think the situation is affected by the fact

that the mortgagees, to protect their respective

securities, paid these taxes in the first instance in-

stead of asking for an order of the court directing

the trustee to pay them. [76]
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Specific Conclusions of Law on Claims of

Mortgagees.

Taking up each of the claims of the mortgagees

separately, I conclude that

:

1. The net rentals and income from the Nordell

Apartment property in the hands of the trustee,

after making deductions therefrom of (a) amounts

representing income from furniture and equipment

not covered by the mortgage lien computed on the

basis indicated in this report, and (b) five per cent

of the gross rentals and income received since Sep-

tember 14, 1934, should be held by the trustee for

the benefit of Investors S\Tidicate to be applied to-

ward the payment of its mortgage above described

on that property, subject to the condition hereafter

stated in conclusion of law No. 10.

2. The net rentals and income from the Rest-

haven Apartment property in the hands of the

trustee, after making deductions therefrom of fa)

amomits representing income from furniture and

equipment not covered by the mortgage lien com-

puted on the basis indicated in this report, and (b)

five per cent of the gross rentals and income re-

ceived since September 14, 1934, should be held by

the trustee for the benefit of Investors S^Tidicate

to be applied toward the payment of its mortgage

above described on that property, subject to the

condition hereafter stated in conclusion of law N"o.

10.

3. The net rentals and income from the Chapman

Court Apartment property in the hands of the
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trustee, after making deductions therefrom of (a)

amoimts representing income from furniture and

equipment not covered by the mortgage lien com-

puted on the basis indicated in this report, and (b)

five per cent of the gross rentals and income re-

ceived since September 14, 1934, should be held by

the trustee for the benefit of Investors Syndicate

to be applied toward the payment of its mortgage

above [77] described on that property, subject to

the condition hereafter stated in conclusion of law

No. 10.

4. The net rentals and income from the Duplex

Apartment (First) property in the hands of the

trustee, after making deductions therefrom of (a)

amounts representing income from furniture and

equipment not covered by the mortgage lien com-

puted on the basis indicated in this report, and

(b) five per cent of the gross rentals and income

received since September 14, 1934, should be held

by the trustee for the benefit of Investors Sjnidi-

cate to be applied toward the payment of its mort-

gage above described on that property, subject to

the condition hereafter stated in conclusion of law

No. 10.

5. The net rentals and income from the Duplex

Apartment (Second) property in the hands of the

trustee, after making deductions therefrom of (a)

amounts representing income from furniture and

equipment not covered by the mortgage lien com-

puted on the basis indicated in this report, and (b)

five per cent of the gross rentals and income re-
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ceived since September 14, 1934, should be held

by the trustee for the benefit of Investors Syndicate

to be applied toward the payment of its mortgage

above described on that property, subject to the

condition hereafter stated in conclusion of law No.

10.

6. The net rentals and income from the Adela

Manor property in the hands of the trustee, after

making deductions therefrom of (a) amounts rep-

resenting income from furniture and equipment not

covered by the mortgage lien computed on the basis

indicated in this report, and (b) five per cent of the

gross rentals and income received since September

14, 1934, should be held by the trustee for the benefit

of Portland Trust and Savings Bank to be ap])li(^d

toward the payment of its mortgage above described

on that property, subject to the condition hereafter

stated in conclusion of law No. 10. [78]

7. The net rentals and income from the Cliar-

maine Apartment property in the hands of the

trustee, after making deductions therefrom of (a)

amomits representing income from furniture and

equipment not covered by the mortgage lien com-

puted on the basis indicated in this report, and (h)

five per cent of the gross rentals and income received

since September 14, 1934, should be held by the

trustee for the benefit of Portland Trust and Sav-

ings Bank to be applied toward the payment of its

mortgage above described on that property, subject

to the condition hereafter stated in conclusion of

law No. 10.
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8. The net rentals and income from the Marvilla

Court Apartment property in the hands of the

trustee, after making deductions therefrom of (a)

amounts representing income from furniture and

equipment not covered by the mortgage lien com-

puted on the basis indicated in this report, and (b)

five per cent of the gross rentals and income re-

ceived since September 14, 1934, should be held by

the trustee for the benefit of Metropolitan Life In-

surance Company to be applied toward the payment

of its mortgage above described on that property,

subject to the condition hereafter stated in con-

clusion of law No. 10.

9. The net rentals and income from the Mulno-

mah Court Apartment propert}^ in the hands of the

trustee, after making deductions therefrom of (a)

amoimts representing income from furniture and

equipment not covered by the mortgage lien com-

puted on the basis indicated in this report, and

(b) five per cent of the gross rentals and income

received since September 14, 1934, should be held

by the trustee for the benefit of Joseph A. West to

be applied toward the payment of his mortgage

above described on that property, subject to the

condition hereafter stated in conclusion of law No.

10.

10. If upon foreclosure sale of any of the mort-

gaged properties above mentioned, the foreclosure

decree shall be [79] satisfied to such an extent that

the deficiency, if any, remaining shall be less thnii

the net rentals and income in the hands of flic
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trustee and applicable to payment of the mortgage

debt, then any overphis of such rentals and income,

after paying such deficiency, should be treated as

general assets of the debtor's estate and applied

toward payment of appropriate expenses of admin-

istration and the claims of creditors. [80]

On December 5, 1936, the petitioning and inter-

vening creditors and Ralph A. Coan and S. J.

Bischoff, their attorneys, individually duly served

and filed herein their exceptions to the report of

Roy F. Shields, Special Master, dated November 14,

1936, as follows:

(Title of Court and Cause.) No. B-18784

EXCEPTIONS

of Petitioning and Intervening Creditors and

of Ralph A. Coan and S. J. Bischoff to the

Findings and Conclusions of Roy F. Shields,

Special Master, contained in his report dated

November 14, 1936.

Come now the petitioning and intervening credi-

tors in the above entitled proceeding and Riilph A.

Coan and S. J. Bischoff, and do hereby make and

file herein the follo\ving exceptions to the report of

Roy F. Shields, Special Master, dated November 14,

1936, as follows:

I.

Except to the "conclusions of law on claims of

mortgagees" numbered respectively 1 to 10 inclu-

sive, in so far as the Master holds that the rents
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now in the hands of the Trustee herein, which were

collected from the properties covered by the mort-

gages described in said conclusions, should be held

by the Trustee for the benefit of the mortgagees,

for the reason that the Special Master erred;

(a) In holding that the 1927 amendment to Sec-

tion 5-112, Oregon Code, authorized the appoint-

ment of a receiver of rents and profits of mortgaged

premises, and the application of the said rents and

profits to the mortgage debt, upon mortgages exe-

cuted prior to the adoption of the 1927 amendment.

(b) In holding that there was any lawful seques-

tration of said rents and profits derived from any

of the mortgaged properties by lawful receivership

or otherwise.

(c) In holding that rents and profits may be

sequestered in the absence of any proceeding for

the foreclosure of the mortgage lien.

(d) In holding that the order of Judge McNary,

dated Sept. 10, 1934, constituted a sequestration of

rents and profits from the said mortgaged prem-

ises. [81]

(e) In holding that the moneys turned over by

John W. Kaste to the Trustee herein were moneys

which constituted sequestered rents and profits.

(f) In holding that sequestration of rents could

be made for the benefit of the mortgagees who had

not submitted themselves to the jurisdiction of the

Court but on the contrary appeared herein specially

and objected to the jurisdiction of the Court over

said mortgagees and the property covered by the

several mortgages.
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(g) In holding that the Trustee's possession of

the mortgaged premises was in law the possession of

the mortgagees.

II.

Except to the conclusion of the Special Master

in said report in so far as it recommends the allow-

ance of any fees to John W. Kaste and W. B.

Shively for services alleged to have been rendered

to the bankrupt-debtoi' in these bankruptcy pro-

ceedings, for the reason that there is no evidence

in the record and no finding of fact by the Master

that the said John W. Kaste and W. B. Shively

rendered an}- services whatsoever of the character

for which compensation may be allowed under the

Bankruptcy Act, and on the further ground that

the record establishes that the only services ren-

dered by the said John W. Kaste and W. B. Shively

were in connection with the opposition to an ad-

judication in bankruptcy and in connection with

the abortive plan of reorganization, and none other.

III.

Come now the petitioning and intervening credi-

tors and Ralph A. Coan and S. J. Bischoff and move

the Court for an order confirming the said report

of the Special Master in all respects other than as

excepted to herein.

Dated this 5th day of December, 1936.

RALPH A. COAN
S. J. BISCHOFF

Petitioners, and Attorneys for Petitioning

and Intervening Creditors.
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Under dated of June 8, 1938, the Judge of the

District Court rendered his opinion as follows, to-

wit: [82]

[Title of Court and Cause.]

MEMORA^^DUMONAPPLICATIONOF RENTS
AND PROFITS FROM MORTGAGED PROP-
ERTY

James Alger Fee, District Judge:

The question raised is whether the respective

mortgagees of the various parcels or the trustee in

bankruptcy shall be entitled to the rents, issues and

profits collected from the various parcels of real

property under direction of this court. The weight

of authority in the federal courts favors award of

these moneys to the trustee in bankruptcy. Re Hotel

St. James Co., 65 F.(2d) 82 (C. C. A. 9 Cal.) ; Dallas

Trust & Mayings Bank vs. Ledbetter, 36 F.(2d) 221

(C. C. A. 5 Texas) ; In re Brose, 254 F. 664 (C. C.

A. 2). See Note 75 A. L. R. 1526. But since this

real property is situate in Oregon, the bankruptcy

court must apply the law of that jurisdiction in

determining the disposition of rents and profits

from the land. Continental Bank vs. Nineteenth

& W. Sts. Corp., 79 F.(2d) 284, 285; cf. Erie Rail-

road Company vs. Tompkins, U. S. Sup. Ct. Apr.

25, 1938. The state law is paramount and must be

applied even if it conflicts with a contrary doctrine

adopted by bankruptcy courts.
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The Oregon statute of 1862 provided

:

"A morti^age of real property shall not be

deemed a conveyance so as to enable the owner

of the mortgage to recover possession of the

real property without a foreclosure and sale

according to law." L. 1862, Sec. 323, p. 85.

The act of 1862 did not make illegal the moi'tgage

or pledge of rents or profits, nor did it proscribe

the entry of the mortgagee or pledgee or a trustee

under a trust deed from entering to collect the

rents and profits for apx^lication in accordance with

any document giving a lien. The law did not in

terms prevent the courts from [83] appointing re-

ceivers to carry out the agi'eement of the parties

as to a pledge of the rents and profits. The enact-

ment specifically denounced, however, the gi-anting

of any remedy whereby the mortgagee or his as-

signee should recover the possession of the real

property without foreclosure and sale. However,

imder this statute it was consistently held up to

the time of the amendment thereof in 1927 that

the public policy of the state prevented the en-

forcement of any agreement to mortgage or pledge

the rents and profits of real property to the mort-

gagee and the entrj^ of the latter on the mortgaged

premises and the appointment of a receiver by a

court for the purpose of enforcing such a pledge,

Teal vs. Walker, 111 U. S. 242; Thompson vs. Shir-

ley, 69 F. 484, D. C. Oregon; (\niper vs. Shirley,

75 F. 168 (C. C. A. 9 Oregon).
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The statute above quoted was amended in 1927 to

read as follows:

''A mortgage of real property shall not be

deemed a conveyance so as to enable the owner

of the mortgage to recover possession of the

real property without a foreclosure and sale

according to law, provided, that nothing in this

act contained shall be construed as any limita-

tion upon the right of the owner of real prop-

erty to mortgage or pledge the rents and profits

thereof, nor as prohibiting the mortgagee or

pledgee of such rents and profits, or any trustee

under a mortgage or trust deed from entering

into possession of any real property, other than

farm lands or the homestead of the mortgagor

or his successor in interest, for the purpose of

operating the same and collecting the rents

and profits thereof for application in accord-

ance with the provisions of the mortgage or

trust deed or other instrument creating the lien,

nor as any limitation upon the power of a court

of equity to appoint a receiver to take charge

of such real property and collect such rents and

profits thereof." Sec. 5-112, Ore. Code Ann.,

1930 Ed.

This proviso is expository upon its face and ex-

tremel}^ limited in scope.

The right to pledge or mortgage rents and profits

which was not specifically denounced by the original

law is now confirmed. The sole remedy distinctly
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declared to be in accordance with public policy,

however, by the amendment is a receivership estab-

lished by a court. A receiver must be appointed in

a suit. A complaint upon equitable principles to

prevent waste on the mortgaged property or [84]

for the foreclosure of the mortgage occur most

readily as examples of the suit in which such an

officei- could be appointed. This provisional remedy

to enforce a pledge or mortgage of the rents and

profits is ancilhiry in nature to such a main j)ro-

ceeding. This court has, mider this statute as

amended, appointed a receiver as ancillary to a

foreclosure proceeding and applied the rents upon

the debt according to the agreement of the parties

w^here there were no intervening claims. New York
Life Insurance Co. vs. Progressive Realty Co., No.

E-9504, Judgment Roll 18902 (Jaimary 7, 1935).

Such a remedy has likewise been granted by many
trial courts of the state of Oregon, but always ancil-

lary to a main proceeding in equity. The Supreme

Court of Oregon has held such an appointment void

in one case which may be distingiushable mider other

groimds. See State ex rel. Nayberger vs. McDonald,

128 Or. 684. The extreme caution with which even

this remedy is applied is indicative of the strong

feeling for the public policy enunciated in the origi-

nal act.

The amendment also coniirms the right of the

moi'tgagee if he can come peaceably in possession

to apply the rents and profits in accordance with

an agreement with the mortgagor. See American

Trust Co. vs. England, 84 F.(2d) 352 (C. C. A.
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9 Cal.). But the proviso did not change the body

of the statute which denies to a mortgagee any

remedy for obtaining possession of the mortgaged

premises. The mortgagor may still refuse posses-

sion, retain the rents and profits, and he will not be

liable therefor in accordance with Teal vs. Walker,

supra. The law is unchanged that the mortgagor

still has the right of possession, although a pledge

or mortgage of the rents and profits may be en-

forced strictly in accordance with the statute upon

equitable premises if full protection be given to

intervening rights. So construed, the proviso is

valid since the agreement to assign the rents accru-

ing after default was not illegal when made and

since the proviso grants remedies narrowly cir-

cumscribed.

These stipulations, therefore, under the law of

Oregon, [85] amount only to an equitable assign-

ment of the rents and profits and as such may be

applied between the original parties and their re-

spective assignees. No right therein or lien thereon

exists until the payments become due and are re-

duced to possession either by the mortgagee or the

receiver of a court. Such an agi-eement in a real

estate mortgage confers no additional lien upon the

land.

If the facts in the case at bar be review^ed in the

light of the Oregon law, the claims can be deter-

mined. None of the mortgagees ever had possession

imtil after sale upon foreclosure of the parcel cov-

ered by his respective mortgage. No one of these
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mortgages was foreclosed or liquidated in the bank-

ruptcy tribimal. No court in which one of these

mortgages was foreclosed appointed a receiver of

any of these parcels. If a receiver had been duly

appointed by a state court, pursuant to the statute,

before the filing of the involimtary proceeding, and

collected these rents, not even the trustee in bank-

ruptcy could have prevailed a,gainst him. Duparquet

vs. Evans, 297 U. S. 216. No application was made

to the trustee in bankruptcy who was joined as a

defendant in these foreclosure suits to tuni over

])ossession of the property. The adverse nature of

his possession and interest is thus made cleai'. No
application was made to have the trustee abandon

tlie property (see In re Clark Realty Co., 234 F.

576 (C. C. A. 7 Wis.)) or to have the same sold in

bankruptcy free and clear of liens. The foreclosures

proceeded to sale. The mortgages are thus wiped

out. The equities of redemption have been sold by

the trustee. All these creditors now have are judg-

ments for deficiency. But none of the mortgagees

ever became parties to the bankruptcy proceed-

ings, nor have any filed claims therein for the

original debt or upon the deficiency judgment.

No distinction can be draA\ii in the case of the

mortgages held by Portland Trust and Savings

Bank where foreclosure was commenced in the state

court prior to the fi.ling of the invohmtary petition.

The state court did not appoint a receiver in that

case [86] although petitioned to do so. Instead it

recognized the possession of the Guaranty Trust
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Company and since it had jurisdiction of the cause

and the parties gave a direction to the Guaranty

Trust Company in personam to pay the rentals

monthly as collected and less an allowance for ex-

penses into court for application upon the agree-

ment. So far as that direction was obeyed it con-

stituted a valid seizure of the rents. But the court

did not lay its hand on the res or have possession

of the property through a receiver, or otherwise.

The possession of the realty by the Guaranty Trust

Company was expressly recognized. No lien was

thereby established upon. rents subsequently accru-

ing or paid. The court could only have enforced

the order by contempt proceedings and after the

appointment of a trustee in this court who took

possession had no power over rents accruing in the

future or moneys in the hands of the bankrupt.

Clearly enough, then, the mortgagees did not have

any right to the rents, issues or profits under the

Oregon law because they did not come into actual

possession of the real property nor did they follow

the specialized remedy set out in the amendment

of 1927 to have the rents, issues and profits set aside

for them.

It is contended, however, that since the trustee

appointed by this court was in actual possession of

the mortgaged premises that he held for the mort-

gagees. Some federal courts have so decided. Bind-

seil vs. Liberty Trust Co., 248 F. 112 (C. C. A. 3

N. J.) ; Mortgage Loan Co. vs. Livingston, 45 F.

(2d) 28 (C. C. A. 8 Missouri). Even these courts
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limit the mortgagee's right to rents accruing after

li(> lias made demand lor possession and been re-

fused or after he has petitioned tlie bimkiiiptcy

court for sequestraticm. The law of many states

gives the mortgagee [i legal right to possession of

the realty upon default. These opinions relating

to th(^ 7-ents and profits must be read as intei-pre-

tations of the applicable state law. None of them

are more than illustrative when cited here since

the Oregon law denies the mortgagee any remedy

whereby he can gei in [87] possession and gives

him only a receivership ancillary to a foreclosure

to apply the rents and profits to his theretofore

inchoate liiMi.

In this case, a petition was filed under section

77-B of the bankruptcy act, and the court appointed

a trustee for the debtor's property. No mortgagee,

before this order of appointment, filed a petition,

asking for possession or for sequestration of the

rents and profits. The court did direct therein that

the accomits of each parcel be kept separate, but

did not express any intention of giving any mort-

gagee an interest therein. It was onl}- sound book-

keeping. Under these circumstances, the mortgagees

having taken no steps to protect their supposed

rights, could not prevail even imder the decisions

above cited. In re Brose, 254 F. 664 (C. C. A. 2

N. Y.). Furthermore, the purpose of section 77-B

was to continue the debtor in possession of his prop-

erty mitil he could be rehabilitated. 11 U. S. C. A.

Sec. 207c,l. It is true the court could appoint a
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trustee to hold the property instead of the debtor.

This does not change the rationale of the provision.

The whole statute contemplates the isolation of the

property of the debtor and prevents a struggle of

creditors for priority by enjoining all proceedings

and the creation of liens and the attaching of other

rights until it should be determined whether the

debtor might not be rehabilitated. If the mortgage

creditors were deprived of remedies during this

period, it can only be said that the statute is para-

mount. Besides, the record indicates that these

same creditors played a major part in forcing liqui-

dation by refusal to accept compromise so that the

result is not inequitable. Where a dismissal of the

proceeding is ordered, it might be equitable to pay

the mortgagee for the unwarranted delay, out of

the fund in court. See Florida National Bank of

Jacksonville vs. United States, 87 F.(2d) 896 (C. C.

A. 5 Fla.). See also In re De Tamble, 88 F.(2d)

893, (C. C. A. 7 111.). [88]

After liquidation was ordered, some of the mort-

gagees renewed or filed petitions for sequestration

of the rents and profits. From the time of the first

petitions by each mortgagee for sequestration, im-

der some of the federal cases decided upon the foun-

dation of the real property law of another state, a

mortgagee had a legal right to the rents and profits.

Mortgage Loan Co. vs. Livingston, 45 F.(2d) 28

(C. C. A. 8 Missouri). The rationale of these deci-

sions is stated in Binsdeil vs. Liberty Trust Co.,

248 F. 112 (C. C. A. 3 N. J.) as foUows:
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''When bankruptcy cuts off a creditor's legal

remedies, under the exigencies of the debtor's

insolvency, it does not destroy his legal rights

in the debt or in its security. * * * equity

should protect them in the same measure and

preserve to them the same advantages, so far

as practicable, that the law gave them before

bankruptcy stepped in and interfered with

them * * *."

But in this jurisdiction, the moi-tgagee, as has been

pointed out above, had no legal right and but a tenu-

ous equitable claim, subject to be cut off by other

interests. See Dallas Trust & Savings Bank vs.

Ledbetter, 36 F.(2d) 221 (C. C. A. 5 Texas). In

applying the Oregon law relating to real property

and the rights and remedies of mortgagees, the

bankniptcy court should not improve the position

of these creditors and extend to them rights which

without the intervention of bankruptcy they would

not have possessed. The trustee in bankruptcy, as

the representative of the bankrupt, had possession

of the realty. 11 U. S. C. A. Sec. 110. The mort-

gages were not foreclosed in bankruptcy. The bank-

ruptcy court should not be required to sequester

rents in the hands of its trustee for the benefit of

adverse parties suing the trustee in alien tribunals.

The equitable assignments were inchoate, cf. In re

West, 128 F. 205, 206 (D. C. Oregon); Sims vs.

Jamieson, 67 F.(2d) 409 (C. 0. A. 9 Oregon). The

courts in which they were foreclosed did not give

the remedy prescribed by the statute and appoint a
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receiver. See In re Brose, 254 F. 664 (C. C. A. 2

N. Y.). The mortgagees had no right otherwise to

collect the rents and profits. Therefore, this court

could not [89] sequester the rents and profits for

their benefit.

Furthermore, the trustee in bankruptcy was

vested as to these properties "with all the rights,

remedies and powers of a creditor holding a lien

by legal or equitable proceedings thereon", 11 U. S.

C. A. Sec. 75, probably from the date of the invol-

untary petition. See Isaacs vs. Hobbs, 282 U. S.

734; see also Callaghan vs. R. F. C, 297 U. S. 464.

As the rents accrued, these came into his possession

thus as representative of the creditors and subject

to the lien imposed by the statute in their favor.

The mortgagees only held equitable assignments

of these future rents which were not brought to

fruition either b}^ actual possession or by pajTiient

into the hands of a receiver. The legal and equitable

position of the trustee in bankruptcy was, therefore,

much stronger than that of the mortgagees.

The decision of the referee is reversed as to this

feature. The court retains under advisement the

other separate matters contained in the report. [90]

It is furtlier stipulated that the foregoing is an

agreed statement under Equity Rule 77 and that

same, when filed in the office of the Clerk of the

District Court, shall be treated as superseding for

the purposes of the appeals herein all parts of the

record other than the decree from which the appeal
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is taken, and together with such decree shall be

copied and certified to the Appellate Court as the

record on appeal.

Dated this 27th day of October, 1938.

CHAS. W. REDDING
STEPHEN H. BOYLES

Attorneys for Investors Syndicate,

Appellant

HERBERT SWETT
CRUM & DUSENBERY

Attorneys for Portland Trust and

Savings Bank, Trustee, Appellant

CRUM & DUSENBERY
Attorneys for Metropolitan Life

Insurance Company, Appellant

McCA^IANT, THO^IPSON,
KING & WOOD

S. J. BISCHOFF and

RALPH A. COAN
AttoiTieys for Lloyd R. Smith,

Trustee in Bankruptcy, Ap-

pellees.

S. J. BISCHOFF
RALPH A. COAN

Attorneys for Petitioning and

Intervening Creditors and in

propi-ia persona. Appellees.

[91]

The foregoing statement, as prepared and signed

by the parties hereto, is hereby approved, and as
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filed with the Clerk of the Court herein with the

final order of the Court rendered and entered in

said case on June 8, 1938, shall be certified to the

Appellate Court as the record on appeal in said

action.

The question as to whether any allowance should

be made from the fimds accruing during the bank-

ruptcy proceeding from the mortgaged properties

on account of taxes accruing during this period

(see 40 to 43 agreed statement of facts) which is

suggested as a gi^ound of relief in this proceeding

in the Report of the Special Master, was not argued

or decided by the court and is specifically reserved

for further proceeding.

JAMES ALGER FEE
Judge

[Endorsed] : Filed November 7, 1938. [92]
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In the District Court of the United States

for the District of Oregon

No. B-18784

In the Matter of

GUARANTY TRUST COMPANY,
a corporation, and

NATIONAL INVESTMENT COMPANY,
a corporation, its affiliate,

Bankrupts.

ORDER SUSTAINING EXCEPTIONS TO
SPECIAL MASTER'S REPORT DATED
NOVEMBER 14, 1936, FILED NOVEMBER
16, 1936, AND DIRECTING TRUSTEE TO
FILE A REPORT AND ACCOUNTING

This cause coming on for hearing upon tlie excep-

tions filed ])y the petitioning and intervening credi-

tors and Ralph A. Coan and S. J. Bischoff to the

Findings and Conclusions of Roy F. Shields, Special

Master, contained in his report dated November 14,

1936, which exceptions were directed to the ^'Con-

clusions of Law on Claims of Mortgagees", num-

bered 1 to 10, inclusive, insofar as the Special Mas-

ter held that the rents now in the hands of the

Trustee herein which w^re collected from the prop-

erties covered by the mortgages described in said

Findings and Conclusions should be held by the

Trustee for the benefit of the mortgagees and dis-

bursed to the mortgagees in accordance with their

respective petitions therefor, the intervening and
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petitioning creditors and said Ralph A. Coan and

S. J. Bischoff appearing herein in support of the

said exceptions to said report by Ralph A. Coan

and S. J. Bischoff, their attorneys, and the Port-

land Trust & Sa,vings Bank, mortgagee, appearing

herein by Verne Dusenbery and Herbert L. Swett,

its attorneys, in opposition to said exceptions, The

Investors Syndicate, mortgagee, appearing herein

by Stephen H. Boyles, its attorney, in opposition

to said exceptions, and Metropolitan Life Insur-

ance Company, mortgagee, appearing herein by

Crum & Dusenbery, its attorneys, in opposition to

said exceptions, and New York Life Insurance

Company, mortgagee, appearing herein by Hunting-

ton, Wilson & Himtington, its attorneys, in oppo-

sition to said exceptions, the cause was argued to

the Court and now being fully advised in the

premises,

It is ordered that the exceptions of the petition-

ing and intervening creditors and of Ralph A. Coan

and S. J. Bischoff to the "Conclusions of Law on

the Claims of Mortgagees", numbered 1 to 10 in-

clusive, insofar as the Master [93] holds that the

rents now in the hands of the Trustee of the above

entitled bankrupt estate which were collected from

the properties covered by the mortgages described

in the report and Conclusions of Special Master

that said rents should be held by the Trustee for

the benefit of the mortgagees and that said rents

should be disbursed to the mortgagees in accordance

with their respective petitions therefor, be and the
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same hereby are in all respects sustained and the

conclusions and recommendations of the said Special

Master in said respects be and the same are hereby

overruled; and

It is further ordered that all rents collected by

the Trustee in the above entitled proceeding- from

the real properties which were subject to mortgages

and which were collected prior to sale upon fore-

closure of the property covered by said mortgages

be held and disbursed by the Trustee as a part of

the fimds available for the payment of expenses

of administration and general claims of the estate;

and

It is further ordered that the opinion rendered

herein under date of May 6, 1938, sustaining excep-

tions to said Special Master's report, which opinion

was on the Court's own motion set aside mider date

of May 28, 1938, be and the same is hereby oi'dered

to be filed and entered as the opinion of this Court,

contemporaneously w4th this order ; and

It is further ordered that the Trustee of the

above entitled estate be and he hereby is ordered

and directed to file with the Clerk of the Court

within twenty days from the date hereof a report

of the administration of the above entitled estate,

and in making said report the Trustee shall incor-

porate therein the transactions of the two fornaer

trustees as to the receipts and disbursements in

connection with the operation of each of the mort-

gaged apartment houses separately in the manner
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provided for in tlie former orders entered herein,

and a separate schedule of all other moneys coming

into the hands of the present Trustee, or the former

trustees, showing the balance of all moneys on

hand; and

It is further ordered that disposition of all other

exceptions and motions filed herein with respect

to said Special Master's report is hereby reserved

until the report of the Trustee is filed herein, at

which time the Court will make further decisions

with respect to the exceptions and motions remain-

ing [94] undisposed of; and

It is further ordered that all motions filed by

the mortgagees to confirm the said Special Master's

report insofar as the Special Master recommended

that the said rents are to be held for the benefit of

the mortgagees be and the same hereby are denied;

and

It is further ordered that this order is made with-

out prejudice to the rights, if any there be, of the

respective mortgagees to make claim herein for said

rentals, or any part thereof, by reason of alleged

failure of the Trustee herein to pay accruing taxes

out of rents and profits collected, and likewise \A'ith-

out prejudice to the rights of the respective mort-

gagees to make claim herein for reimbursement, out

of the rents collected by the Trustee from the mort-

gaged profjerties, for taxes paid by the mortgagees

upon the respective properties for which mortgages

were held. The question of the right, if any there



Lloyd R. Smith, et al. 141

be, of the said mortgagees to said rentals, or any

part thereof, on account of the failure of the Trus-

tee to pay taxes as aforesaid, and likewise the ques-

tion of the right, if any there be, of the said mort-

gagees to such reimbursement was not referred to

the Special Master and was not before him for con-

sideration. The Court sustained the exceptions to

the report of the Special Master on the grounds set

out in the opinion filed contemporaneously herewith

and did not consider or determine the question as

to the right, if any there be, of the mortgagees to

reimbursement for money paid by them for taxes or

to claim for rentals by reason of the Trustee's fail-

ure to pay taxes.

Dated this 8th day of Jmie, 1938.

JAMES ALGER FEE
Judge

[Endorsed] : Filed Jmie 8, 1938. [95]

[Title of District Court and Cause.]

PETITION FOR APPEAL

To the Honorable James Alger Fee, Judge of the

LTnited States District Court, District of Ore-

gon:

The Investors Syndicate, Portland Trust and

Savings Bank, Trustee, and Metropolitan Life In-

surance Company, corporations, your petitioners,

because they are aggrieved by the order rendered
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and entered in this matter on the 8th day of June,

1938, wherein and whereby the Court sustained the

exceptions filed herein to "Conclusions of law on

the claims of mortgagees" numbered one to ten

inclusive, of the report herein of the Special Master

dated November 14, 1936, and held that the rents

from mortgaged premises collected by the Trustee

in said proceedings which were subject to petition-

er's mortgages be held and disbursed by the Trustee

as a part of the funds available for the payment of

expenses of administration and general claims of

the estate, do hereby jointly and severally appeal

from said order and the whole thereof to the United

Sta,tes Circuit Court of Appeals for the Ninth Cir-

cuit, for the reason specified in the Assigmnent of

Errors which is filed herewith, and [96] petitioners

and each of them, respectively pray that their ap-

peal be allowed jointly and severally and that

citation issue as provided by law, and that a tran-

script of record, proceedings and papers upon which

said order is based, duly authenticated, may be sent

to the United States Circuit Court of Appeals for

the Ninth Circuit sitting at San Francisco, Cali-

fornia.

Your petitioners further allege that Joseph A.

West, co-party in interest under said order by vir-

tue of being a mortgagee claiming rents and profits

collected by the Trustee herein as allowed by Con-

clusion of law No. 9 of said Special Master's Re-

port, has been duly notified and requested to join

in this Petition for Appeal but has failed and re-

fused to join therein; wherefore,
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Your petitioners further pray that they be granted

the ri^ht jointly and severally to appeal herein

without joining said Joseph A. West as appellant.

And your petitioners further pray that the proper

order touching the security to be required of them to

perfect said appeal be made.

INVESTORS SYNDICATE
By STEPHEN H. BOYLES

Attorney

PORTLAND TRUST AND
SAVINGS BANK, Trustee

By VERNE DUSENBERY
HERBERT SWETT

Attorneys

IVIETROPOLITAN LIFE INSUR-
ANCE COMPANY

By VERNE DUSENBERY
Attorneys

[Endorsed]: Filed June 30, 1938. [97]

[Title of District Court and Cause.]

assignjSient of errors

Comes now the Investors S\mdicate, Portland Trust

and Savings Bank, Trustee, and Metropolitan Life

Insurance Company, appellants, and jointly and

severally file the following assignment of errors on

appeal from the order of this court rendered and

entered on the 8th day of Jime, 1938, in Cause No.

B-18784.
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1. That the Court erred in sustaining the ex-

ceptions of the petitioning and intervening credi-

tors and of Ralph A. Coan and S. J. Bischoff to

Conclusions of Law numbered one to five inclusive

of the Special Master's Report dated November 14,

1936, wherein respectively the Master found that

the net rentals and income from the Nordell Apart-

ment, Resthaven Apartment, Chapman Court Apart-

ment, Duplex Apartment (First) and Duplex Apart-

ment (Second), in the hands of the Trustee, after

making deductions therefrom of amomits repre-

senting (a) reasonable furniture rental, and (b)

property management charge, should be held by the

Trustee for the benefit of the Investors S>Tidicate

to be applied toward the payment of its respective

mortgages on said respective apartment properties,

but limiting recovery in [98] the event of fore-

closure sale to the amount of deficiency after said

sale.

2. That the court erred in holding that all rent-

als collected by the Trustee in the above proceeding

from the Nordell Apartment, Resthaven Apart-

ment, Chapman Court Apartment, Duplex Apart-

ment (First) and Duplex Apartment (Second),

upon which the appellant. Investors Syndicate, held

mortgages and which were collected prior to sale

upon foreclosure of the property covered by said

mortgages respectively, should be held and dis-

bursed by said Trustee as a part of the fimds avail-

able for the payment of expenses of administration

and claims of the estate.
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3. Tliat the Court erred in sustaining the excep-

tions of the petitioning and intervening creditors

and of Ralpli A. Coan and S. J. Biselioff to Con-

chisions of law numhercd six and seven of the

Special Master's Report dated November 14, 1936

wherein the Master found and recommended that

the net rentals and income from the Adele Manor

and the Charmaine Apartment, in the hands of

the Trustee, after making deductions therefrom of

amounts representing (a) reasonable fuiTiiture

rental, and (b) property management charge, should

be held by the Trustee for the })enefit of the Port-

land Trust and Savings Bank to be applied toward

the pa^^nent of its respective mortgages on said

respective apartment properties, but limiting re-

covery in the event of foreclosure sale to the amomit

of deficiency after said sale.

4. That the Court erred in holding that all rent-

als collected by the Trustee in the above proceed-

ing from the Adele Manor and the Charmaine

Apartment, upon which the appellant Portland

Trust and Savings Bank held mortgages and which

were collected prior to sale upon foreclosure of the

property covered by said mortgages respectively,

should be held and disbursed by said Trustee as a

part of the funds available for the payment of ex-

penses of administration and claims of the estate.

5. That the Court erred in sustaining the ex-

ceptions of the petitioning and intervening credi-

tors and of Ralph A. Coan and S. J. Bischoff to
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Conclusion of law numbered eight of the Special

Master's Report dated November 14, 1936 wherein

the Master foimd that the net rentals and income

from the Maravilla Court Apartment, in the hands

of the Trustee, after making [99] deductions there-

from of amoimts representing (a) reasonable furni-

ture rental, and (b) property management charge,

should be held by the Trustee for the benefit of

the Metropolitan Life Insurance Company to be

applied toward the payment of its mortgage on said

apartment property, but limiting recovery in the

event of foreclosure sale to the amount of deficiency

after said sale.

6. That the Court erred in holding that all rent-

als collected by the Trustee in the above proceed-

ing from the Mara,villa Court Apartment, upon

which the appellant. Metropolitan Life Insurance

Company, held a mortgage and which w^as collected

prior to sale upon foreclosure of the property cov-

ered by said mortgage, should be held and disbursed

by said Trustee as a part of the funds available

for the payment of expenses of administration and

claims of the estate.

Wherefore, the appellants jointly and severally

pray that the aforesaid order of the District Court

of the United States for the District of Oregon, en-

tered June 8, 1938, be reversed, and that a decree

be entered sustaining and confirming the Conclu-

sions of law numbered one to eight inclusive and
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No. 10 of the Special Master's Rei)ort dated Xo-
vember 14th, 1936.

STEPHEN H. BOYLES
Attorney for Investors Syndicate

VERNE DUSENBERY
HERBERT SWETT

Attorneys for Portland Trust

and Savings Bank, Trustee

VERNE DUSENBERY
Attorneys for Metropolitan Life

Insurance Company

[Endorsed]: Filed June 30, 1938. [100]

[Title of District Court and Cause.]

NOTICE TO JOSEPH A. WEST
To Joseph A. West:

You are hereby notified that the undersigned have

filed their Petition for Appeal, a certified copy of

which is hereto aimexed and made a part hereof,

from order of the above entitled court dated June

8th, 1938, sustaining exceptions to the Special Mas-

ter's Report dated November 14th, 1936. You are

liereby requested to join tlie undersigned in petition

for said appeal in the above cause on or before

the first day of July, 1938, at 10 oVlock A.M.. in

default of which you are hereby notified that the

imdersigned will move this court at the United

States Court House in the Citv of Portland, at 10
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o'clock A.M. on the first day of July, 1938, or as

soon thereafter as coimsel can be heard, for an

order of severance for the purpose of said appeal

in the above cause to the United States Circuit

Court of Appeals for the Ninth Circuit.

INVESTORS SYNDICATE
By STEPHEN H. BOYLES

Atty.

PORTLAND TRUST AND
SAVINGS BANK, Trustee

By VERNE DUSENBERY
HERBERT SWETT

Attys.

METROPOLITAN LIFE INSUR-
ANCE COMPANY

By VERNE DUSENBERY
Attys.

Service of the foregoing Notice is hereby ac-

cepted and copy received this 28th day of June,

1938, at Portland, Oregon.

W. M. HUNTINGTON
Attorney for Joseph A. West

[Endorsed] : Filed June 30, 1938. [101]

[Title of District Court and Cause.]

ORDER ALLOWING APEAL

Upon consideration of the petition of the Invest-

ors Syndicate, Portland Trust and Savings Bank,

Trustee, and the Metropolitan Life Insurance Com-
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pany, for appeal from order entered herein June

8th, 1938, sustaining exceptions to "Conclusions of

law on the claims of mortgagees" niunhered one to

ten inclusive of the re])()rt lierein of the Special

Master, dated Novemher 14, 1936, hy which order

of this court, dated June 8, 1938, it was held that

the rents from mortgaged premises collected by the

Trustee in said proceedings which were subject to

the mortgages of said petitioners shall be held and

disbursed by the Ti'ustee as a part of the funds

available for the payment of expenses of adminis-

tration and general claims of the estate.

And upon consideration of the assignment of

errors intended to be urged by said petitioners ; and.

It further appearing that Joseph A. West, co-

party in interest with said petitioners under said

order by reason of being a mortgagee claiming [102]

rents and profits collected by the Trustee herein as

allowed by Conclusion of law No. 9 of the Special

Master's Report above referred to, has been duly

notified and requested by said petitioners to join

in said Petition for Appeal but has failed and re-

fused to join therein, and the Court being fully

advised,

It is hereby ordered that the appeal of said In-

vestors Syndicate, Poi-tland Trust and Savings

Bank, Trustee, and the Metropolitan Life Insurance

Company, be and it hereby is allowed jointly and

severally, and that they are granted the right to

appeal without Joseph A. West and without joining

said Joseph A. West as appellant.
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It is further ordered that said appellants shall

give a good and sufficient appeal cost bond in the

sum of $500.00 conditioned as required by law.

Dated the first day of July, 1938.

JAMES ALGER FEE
Judge of the United States District Court

[Endorsed] : Filed July 1, 1938. [103]

[Title of District Court and Cause.]

BOND FOR COSTS ON APPEAL
Know all men by these presents, that we, Invest-

ors Syndicate, Portland Trust and Savings Bank,

Trustee, and Metropolitan Life Insurance Com-

pany, as Principals, and Commercial Casualty In-

surance Co., a corporation, as Surety, are held

and firmly bound unto Lloyd R. Smith, Trustee in

the Matter of Guaranty Trust Company, a corpo-

ration, and National Investment Company, a cor-

poration, its affiliate. Bankrupts, Gesina King,

Helen Winsor Johnson, Bert Why and Elsa Strath-

man, Petitioning Creditors, Mrs. Gow Why, Conrad

Bauriedel, Ida Isabell Neilson, George J. and Einma

C. Fourier, James T. Jones and Louis Knutson,

Intervening Creditors, and Ralph A. Coan and S. J.

Bischoff, Appellees, in tlie above cause, in the sum

of $500.00, to be paid to said Appellees, to which

payment well and truly to be made we bind our-
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selves, our successors and assies, jointly and sev-

ei-ally hy these presents. [104]

Sealed with our seals and dated tliis 2d day of

July, 1938.

Whereas, on the 8th day of June, 1938, in the

District Court of the United States, for the District

of Oregon, in a proceeding in bankruptcy pending

in said Court, No. B-18784, bearing the above title,

an order was rendered and entered against the

Investors S3mdicate, Portland Trust and Savings

Bank, Trustee, and M(4ropolitan Life Insurance

Company, and the said Investors Syndicate, Port-

land Trust and Savings Bank, Trustee, and IVletro-

]jolitan Life Insurance Company, having obtained

an appeal to the United States Circuit Court of

Appeals, for the Ninth Circuit, and a Citation,

directed to the said Appellees, citing and admonish-

ing them, and each of them, to be and appear

at a session of the United States Circuit Court of

Appeals, for the Ninth (Hrcuit, to be held in the

City of San Francisco, State of California, within

thirty days from the date of said Citation.

Now, if said Investors Syndicate, Portland Trust

and Savings Bank, Trustee, and Metropolitan Life

Insurance Company, and each of them, jointly and

severally, shall prosecute their Appeal to effect and

answer and pay all costs, if they and each of them

fail to make their plea good, then the above obliga-
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tion to be void; else to remain in full force and

virtue.

Sealed and delivered this 2nd day of July, 1938.

INVESTORS SYNDICATE
By STEPHEN H. BOYLES

Attorney

[Seal] PORTLAND TRUST AND
SAVINGS BANK, Trustee

By J. W. DeGRAFF,
Vice Pres.

METROPOLITAN LIFE INSUR-
ANCE COMPANY
By VERNE DUSENBERY

Attorney

Principals

COMMERCIAL CASUALTY CO.

By M. L. LITTLE
Surety

Approved, this 5th day of July, 1938.

JAMES ALGER FEE
District Judge

[Endorsed]: Filed July 5, 1938. [105]

United States of America,

District of Oregon—ss.

I, G. H. Marsh, Clerk of the District Court of the

United States for the District of Oregon, do hereby

certify that the foregoing pages nmnbered from 1

to 106 constitute the transcript of an agreed state-

ment of the case under Equity Rule 77 and of the
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decree and papers on appeal in a l)ankruptcy case

pending- therein in which the Guaranty Trust Com-
pany, a corporation, and National Investment Com-
pany, a corporation, its affiliate, are Bankrupts, and

Investors Sjnidicate, Portland Trust and Savings

Bank, Trustee, and JMetropolitan Life Insurance

Company are Appellants, and Lloyd R. Smith,

Ti-ustee in the Matter of Guaranty Trust Company,

a corporation, and National Investment Company,

a corporation, its affiliate, Bankrupts, Gesina King,

HelenWinsor Johnson, Bert Why, and Elsa Strath-

man, Petitioning Creditors, Mrs. Gow Why, Conrad

Bauriedel, Ida Isabell Neilson, George J and Emma
C. Fourier, James T. Jones and Louis Kimtson,

Intervening Creditors, and Ralph A. Coan and S. J.

Bischofc, are Appellees; that I have compared the

foregoing transcript of the said agi'eed statement

of the case mider Equity Rule 77 and of said de-

cree and papers on appeal with the original thereof

and that each of the same is a full, true, and com-

plete copy of the original thereof as the same ap-

pears of record and on file at my office and in my
custody.

And I further certify that the cost of the fore-

going transcript is $16.25 and that the same has

been paid by the said appellants.

In testimony, I have hereunto set my hand and

the seal of said court at Portland, in said district,

this 16th day of November, 1938.

[Seal] G. H. IVIARSH,

Clerk. [106]
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In the United States Circuit Court of Appeals,

for the Ninth Circuit

No. 8881

In the Matter of

GUARANTY TEUST COMPANY, a corpo-

ration, and NATIONAL INVESTMENT
COMPANY, a corporation, its affiliate,

Bankrupts.

INVESTORS SYNDICATE, PORTLAND TRUST
AND SAVINGS BANK, Trustee, and MET-
ROPOLITAN LIFE INSURANCE COM-
PANY,

Appellants,

vs.

LLOYD R. SMITH, Trustee in the Matter of

Guaranty Trust Company, a corporation, and
National Investment Company, a, corporation,

its affiliate, Bankrupts, GESINA KING,
HELEN WINSOR JOHNSON, BERT WHY
and ELSA STRATHMAN, Petitioning Cred-

itors, MRS. GOW WHY, CONRAD BAURIE-
DEL, IDA ISABELL NEILSON, GEORGE
J. and EM^IA C. FOURIER, JAMES T.

JONES and LOUIS KNUTSON, Intervening

Creditors, and RALPH A. COAN and S. J.

BISCHOFF,
Appellees.
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l^ETITION FOR APPEAL
To the Honorable Judges of the United States

Circuit Court of Appeals, for the Ninth Circuit:

Your petitioners, Investors Syndicate, Portland

Trust and Savings Bank, Trustee, and Metro-

politan Life Insurance Company, and each of them,

jointly and severally, in the above entitled cause

respectfully represent

:

I.

That heretofore and on the 29th day of Jime,

1938, your petitioners filed a petition in the L^nited

States District Court, for the District of Oregon,

for an oi'der granting an appeal to this Court from

an order made and entered in the above entitled

proceeding by the said United States District Court,

for the District of Oregon, on June 8th. 1938, sus-

taining the exceptions of the petitioning and inter-

vening creditors and Ralph A. Coan and S. J.

Bischoff to the Conclusions of Law, numbered one

to ten inclusive, of the Special Master's Report,

dated November 14th, 1936, wherein the Special

Master found and recommended that the net rentals

and income from the mortgaged properties in the

hands of the Trustee, after deduction for rental

value of furniture and property management fee,

should be held hy tbe Trustee for the benefit of the

respective mortgagees, including your petitioners as

such mortgagees, to be applied toward the pa^^nent

of their mortgages on said properties respectively;

a7id wherein the Court held rents collected bv the
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Trustee from said mortgaged properties should be

held and disbursed by the Trustee as a part of the

funds available for the payment of the expenses of

the administration and the payment of the general

creditors of the estate. By said petition your peti-

tioners further allege that Joseph A. West, co-party

in interest under said order by virtue of being a

mortgagee claiming rents and profits as allowed by

Conclusion of Law numbered Nine of said Special

Master's Report, has been duly notified and re-

quested to join in said Appeal but has failed and

refused to join therein. A separate Notice was then

and there served upon said Joseph A. West to be

and appear before the Honorable James Alger Fee,

Judge of the United States District Court, for the

District of Oregon, on July 1st, 1938, at 10:00

o'clock A. M., to join in said Appeal, and said Notice

stated that unless he so joined your petitioners

would at said time pray for an order of severance

for the purpose of said Appeal. Your petitioners

further allege that on July 1st, 1938, they will apply

for and secure an order from the Honorable James

Alger Fee, Judge of the United States District

Court, for the District of Oregon, granting said

Appeal and permitting same to be prosecuted with-

out joining Joseph A. West as appellant.

n.
That your petitioners further allege - that said

Joseph A. West, co-party in interest imder said or-

der by virtue of the facts hereinbefore set forth,
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has been duly notified and requested to join in this

petition for appeal, but has failed to join herein.

III.

That said order of the District Court of the

United States, for the District of Oregon, was erro-

neous and the Court erred in entering said order,

and that said order and determination was contraiy

to the law as more specifically set out in the Assign-

ment of Errors filed herewith.

Wherefore, your petitioners, feeling aggrieved be-

cause of said order entered June 8th, 1938, and filed

in the above entitled proceeding, jointly and sever-

ally petition for an Appeal from said order to the

United States Circuit (^urt of Appeals, for the

Ninth Circuit, and pray that said Appeal may be

allowed jointly and severally without joining said

Joseph A. West as appellant, and that a Citation

may be issued and directed to Lloyd R. Smith,

Trustee in the Matter of Guaranty Trust Company,

a corporation, and National Investment Company, a

corporation, its affiliate. Bankrupts, Gesina King,

Helen Winsor Johnson, Bert Why and Elsa Strath-

man, Petitioning Creditors, Mrs. Gow AVhy, Conrad

Bauriedel, Ida Isabell Neilson, George J. and Emma
C. Fourier James T. Jones and Louis Knutson, In-

tervening Creditors, and Ralph A. Coan and S. J.

Bischoff, demanding them to appear liefore the

United States Circuit Court of Appeals, for the

Ninth Circuit, to do and receive that which may be

appurtenant to justice to be done in the premises,
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and that a transcript of the record and evidence in

said proceedings, duly authenticated, may be trans-

ferred to the United States Circuit Court of Ap-

peals, for the Ninth Circuit.

INVESTORS SYNDICATE
By STEPHEN H. BOYLES

Attorney

PORTLAND TRUST AND
SAVINGS BANK, Trustee

By VERNE DUSENBERY
HERBERT SWETT

Attorney

METROPOLITAN LIFE INSUR-
ANCE COMPAN Y

By VERNE DUSENBERY
Attorney

Petitioners

[Endorsed]: Filed July 2, 1938. Paul P. O'Brien,

Clerk.

[Title of Circuit Court of Appeals and Cause.]

ASSIGNMENT OP ERRORS

Come now Investors S>Tidicate, Portland Trust

and Saving's Bank, Trustee, and Metropolitan Life

Insurance Company, appellants, and jointly and sev-

erally file the following assignment of errors on

appeal from the order of the United States District
|||

Court, for the District of Oregon, rendered and en-

tered on the 8th day of June, 1938, in cause No.

B-18784:
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1. That the Court erred in sustaining the excep-

tions of the petitioning and intervening creditors

and of Ralph A. Coan and S. J. Bischoff to Conclu-

sions of Law numbered one to five inchisive of the

Special Master's Report dated November 14th, 1936,

wherein respectively the Master foimd that the net

rentals and income from the Nordell Apartment,

Resthaven Apartment, Chapman Court Apartment,

Duplex Apartment (First) and Duplex Apartment

(Second), in the hands of the Trustee, after making

deductions therefrom of amoimts representing (a)

reasonable furniture rental, and (b) property man-

agement charge, should be held by the Trustee for

the benefit of the Investors Syndicate to be applied

toward the payment of its respective mortgages on

said respective apartment properties, but limiting

recovery in the event of foreclosure sale to the

amount of deficiency after said sale.

2. That the court erred in holding that all rentals

collected by the Trustee in the above proceeding

from the Nordell Apartment, Resthaven Apartment,

Chapman Court Apartment, Duplex Apartment

(First) and Duplex Apartment (Second), upon

which the appellant. Investors Syndicate, held mort-

gages and which were collected prior to sale upon

foreclosure of the property covered by said mort-

gages respectively, should be held and disbursed by

said Trustee as a part of the fimds available for

the pa\Tnent of expenses of administration and

claims of the estate.
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3. That the court erred in sustaining the excep-

tions of the petitioning and intervening creditors

and of Ralph A. Coan and S. J. Bischoff to Con-

clusions of Law numbered six and seven of the

Special Master's Report dated November 14, 1936,

wherein the Master found and recommended that

the net rentals and income from the Adele Manor

and the Charmaine Apartment, in the hands of the

Trustee, after making deductions therefrom of

amoimts representing (a) reasonable furniture

rental, and (b) property management charge, should

be held by the Trustee for the benefit of the Port-

land Trust and Savings Bank to be applied toward

the payment of its respective mortgages on said

respective apartment properties, but limiting re-

covery in the event of foreclosure sale to the amount

of deficiency after said sale.

4. That the Court erred in holding that all rent-

als collected by the Trustee in the above proceeding

from the Adele Manor and the Charmaine Apart-

ment, upon which the appellant Portland Trust and

Savings Bank held mortgages and which were col-

lected prior to sale upon foreclosure of the prop-

erty covered by said mortgages respectively, should

be held and disbursed by said Trustee avS a part of

the fimds aA^ailable for the payment of expenses

of administration and claims of the estate.

5. That the Court erred in* sustaining the excep-

tions of the petitioning and intervening creditors

and of Ralph A. Coan and S. J. Bischoff to Co7i-
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elusion of T^w niunbered eight of tho Special Mas-

ter's Report dated November 14, 1936, wherein the

Master found that the net rentals and income from

the Maravilla Court Apartment, in the hands of the

Trustee, after making deductions therefrom of

amounts representing (a) reasonable furniture

rental, and (b) property management charge, should

be held by the Trustee for the benefit of the Metro-

politan Life Insurance Company to be applied

toward the payment of its mortgage on said apart-

ment property, but limiting recovery in the event

of foreclosure sale to the amount of deficiency after

said sale.

6. That the Court en^ed in holding that all rent-

als collected by the Trustee in the above proceeding

from the Mara^dlla Court Apartment, upon which

the appellant, Metropolitan Life Insurance Com-

pany, held a mortgage and which was collected prior

to sale upon foreclosure of the property covered by

said mortgage, should be held and disbursed by said

Trustee as a part of the fimds available for the

payment of expenses of administration and claims

of the estate.

Wherefore, the appellants jointly and severally

pray that the aforesaid order of the District Court

of the United States, for the District of Oregon,

entered June 8, 1938, be reversed, and that a decree

be entered sustaining and confirming the Conclu-

sions of Law numbered one to eight inclusive and
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number ten of the Special Master's Report dated

November 14th 1936.

STEPHEN H. BOYLES
Attorney for Investors Syndicate

VERNE DUSENBERY
HERBERT SWETT

Attorneys for Portland Trust

and Savings Bank, Trustee

VERNE DUSENBERY
Attorney for Metropolitan Life

Insurance Company

[Endorsed]: Filed July 2, 1938. Paul P. O'Brien,

Clerk.

[Title of Circuit Court of Appeals and Clause.]

NOTICE TO JOSEPH A. WEST
To Joseph A. West:

You are hereby notified that the imdersigned have

filed their Petition for Appeal, a certified copy of

which is hereto annexed and made a part hereof,

from an order of the United States District Court,

for the District of Oregon, dated June 8th, 1938,

sustaining exceptions to the Special Master's Re-

port dated November 14th, 1936.

You are hereby requested to join the midersigned

in petitioning for said Appeal in the above cause

on or before the day of July, 1938, at 10 :00 o'clock

A. M., in default of which you are hereby notified

that the undersigned will, and do hereby, move this
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Court for an order of severance for the purpose of

said Appeal in the above cause from the United

States District Court, for the District of Oregon,

to the United States Circuit Court of Appeals, for

the Ninth Circuit.

INVESTORS SYNDICATE
By STEPHEN H. BOYLES

Attorney

PORTLAND TRUST AND
SAVINGS BANK, Trustee,

By VERNE DUSENBERY
HERBERT SWETT

METROPOLITAN LIFE INSUR-
ANCE COMPANY

By VERNE DUSENBERY
Attorney

[Endorsed]: Filed July 2, 1938. Paul P. O'Brien,

Clerk.

At a Stated Term, to wit: The October Term

A. D. 1937, of the United States Circuit Court of

Appeals for the Ninth Circuit, held in the Court

Room thereof, in the City and County of San Fran-

cisco, in the State of California, on Tuesday the

Nineteenth day of July in the year of our l^ord one

thousand nine himdred and thirty-eight.

Present: Honorable Curtis D. Wilbur, Senior Cir-

cuit Judge Presiding, Honorable Francis

A. Garrecht, Circuit Judge, Honorable

Clifton Mathews, Circuit Judge.
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[Title of Cause.]

ORDER ALLOWING APPEAL, ETC.

Upon consideration of the petition of Investors

Syndicate, Portland Trust and Savings Bank, Trus-

tee, and Metropolitan Life Insurance Company, for

an allowance of appeal herein under section 24(b)

of the Bankruptcy Act filed July 2, 1938, and of

the assignment of errors filed therewith, and by

direction of the Court.

It is ordered that an appeal to the United States

Circuit (^ourt of Appeals for the Ninth Circuit,

from the order of the District Court of the United

States for the District of Oregon, made and entered

on the 8th day of June, 1938, sustaining exceptions

to conclusions of law numbered one to ten inclusive

of the report therein of the Special Master, dated

November 14, 1936, be, and the same is hereby al-

lowed, conditioned upon the giving of a cost bond

in the sum of Two Himdred and Fifty Dollars

($250.00) within ten days from date.

It is further ordered that if an appeal in this

cause has heretofore been allowed by said District

Court, and a cost bond given on such appeal, then no

bond for costs need be given on this appeal.

It further appearing that Joseph A. West, co-

party in interest with said petitioners-appellants has.

been duly notified and requested by said petitioners-

appellants to join in said petition for appeal, but

has failed and refused to join therein, and the Court

being fully advised,
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It is further ordered that said petitionei-s and

each of them be, and they are hereby jointly and

severally granted the right to appeal without join-

ing Joseph A. West as appellant.

[Title of Circuit Court of Appeals and Cause.]

CITATION ON APPEAL
The President of the United States of America

To TJoyd R. Smith, Trustee in the Matter of Guar-

anty Trust Company, a corporation, and Na-

tional Investment Company, a corporation, its

affiliate. Bankrupts, Gesina King, Helen Win-

sor Johnson, Bert Why and Elsa Strathman,

Petitioning Creditors, Mrs. Gow Why, Conrad

Bauriedel, Ida Isabell Neilson, George J. and

Emma C. Fourier, James T. Jones and Louis

Kjiutson, Intervening Creditors, and Ralph A.

Coan and S. J. BisehofP, and each of you, Greet-

ing:

You are hereby cited and admonished to be and

appear at a United States Circuit Court of Appeals,

for the Ninth Circuit, to be held at the City of San

Francisco, in the State of California, within thirty

days from the date hereof, pursuant to an order

allowing an aj^peal, of record in the Clerk 's Office of

the United States Circuit Court of x\ppeals, for the

Ninth Circuit, wherein Investors S>nidicate, Port-

land Trust and Savings Bank, Trustee, and ^fetro-

politan Life Insurance Company are appellants, and
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you are appellees, to show cause, if any there be,

why the order dated June 8th, 1938 rendered against

the said appellants and sustaining the exceptions to

the Special Master's Report on the claims of the

appellants as mortgagees to rentals in the hands of

the Trustee in Bankruptcy, collected on mortgaged

premises, as in the said order allowing appeal men-

tioned, should not be corrected and why speedy jus-

tice should not be done to the parties in that behalf.

Witness, the Honorable Francis A. Garrecht,

United States Circuit Judge, for the Ninth Judicial

District, this 20th day of July, 1938.

FRANCIS A. GARRECHT
United States Circuit Judge

Service of the within Citation and receipt of a

copy thereof, admitted the 22nd day of July, 1938.

McCAMANT, THOMPSON,
KING & WOOD

Attorneys for Lloyd R. Smith,

Trustee in Bankruptcy

BISCHOFF & BISCHOFF
Of Attorneys for Petitioning

and Intervening Creditors

and Appellees other than

Lloyd R. Smith

[Endorsed]: Filed July 2, 1938. Paul P. O'Brien,

Clerk.
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[Endorsed]: No. 8881. United States Circuit

Court of Appeals for the Ninth Circuit. Investors

Syndicate, Portland Trust and Savings Bank, Trus-

tee, and Metropolitan Life Insurance Company,

Appellants, vs. Lloyd R. Smith, Tnistee in the

Matter of (^niaranty Ti-ust Company, a corpora-

tion, and National Investment Company, a corpo-

ration, its affiliate. Bankrupts, Oesina King, Helen

Winsor Johnson, Bert Why and Elsa Stratlunan,

Mrs. Gow Why, Conrad Bauriedel, Ida Isa])ell Neil-

son, George J and Emma C. Fourier, James T.

Jones and Louis Knutson, and Ralph A. Coan and

S. J. Bischoff, Ai)pellees. Transcript of Record.

Upon Appeal from the District Court of the United

States for the District of Oregon.

Filed November 21, 1938.

PAUL P. O'BRIEN,

Clerk of the United States Circuit Court of Appeals

for the Ninth Circuit.
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BRIEF OF APPELLANTS
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United States for the District of Oregon.

JURISDICTIONAL STATEMENT I'NDER

RI'LE 24 (b)

This case arises on the joint and several appeals

of Portland Trust and Savings Bank. :Metropolitan
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Life Insurance Company and Investors Syndicate

from "Order Sustaining Exceptions to Special Mas-

ter's Eeport dated November 14, 1936, filed Novem-

ber 16, 1936, and directing Trustee to file a report

and accounting". Sucb appeals were taken under

Sections 24a and 24b of tbe Bankruptcy Act (K.* 141,

143, 147, 154, 158, 164). Involuntary petition in

bankruptcy was filed against bankrupt in tbe court

beloAv January 29, 1934 (R. 5) and jurisdiction

taken under Section 77B July 11, 1934 (R. 5), pur-

suant to petition filed by tbe alleged bankrupt by

way of supplemental answer to the involuntary pro-

ceedings. Appellants by petitions filed in the Dis-

trict Court (R. 16, 28, 35) as mortgagees holding

separate mortgages on various apartment houses,

title to which was vested in the debtor, claimed

rents and profits collected by the Trustee during

the course of the 77B proceedings. Such petitions

were referred to a Special Master (R. 63) whose re-

port sustaining appellants' petitions was filed with

the District Court ( R. 71 ) . Exceptions to the report

were filed by Ralph A. Coan and S. J. Bischoff in

their own behalf and as attorneys for the creditors

who filed the involuntary petition in bankruptcy,

and for the intervening creditors who appeared in

support of such involuntary petition (R. 121). Or-

der sustaining such exceptions was entered by the

District Court (R. 137) being the order herein ap-

pealed from.

* For brevity the Transcript of Record will be re-

ferred to herein as "R".
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STATEMENT OP^ THE C^ASE

This case comes up under a^eed statement of

the case under Equit}' Rule 77 (R. 5). The case in-

volves the question as to the ri^^hts of mort^airees

to rents and profits after bankrui)tcy has super-

vened before actual possession has been taken by

the mortgagees, timely application for sequestra-

tion of the rents and profits having been made by

each of the mortgagees. Each of the mortgagees,

Portland Trust and Savings Bank, Metropolitan

Life Insurance Company and InAestors Syndicate,

claims under separate mortgages. The order a])-

pealed from denied the relief prayed for by the mort-

gagees on the broad gi'ound that under the Oregon

law a mortgagee is not entitled to rents and profits

unless actual possession be taken or unless a re-

ceiver be appointed prior to bankruptcy. All of

the appellants contend herein that their prompt and

repeated demands in the bankruptcy court for ap-

plication of the rents and profits to the mortgage

debts constituted the equivalent of possession or a

receivership outside of bankruptcy and so entitled

them to accruing rents. Portland Trust and Sav-

ings Bank contends further under special facts ap-

plicable to it that proceedings in foreclosure prior

to bankruptcy were such as to amount to a seques-

tration of the rents and profits.

All of the mortgages here involved were in de-
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fault prior to bankruptcy* (E. 8, 19-20, 30, 39, 60).

This default extended not only to principal and in-

terest, but taxes were delinquent and unpaid for

several years preceding bankruptcy and the proper-

ties were in a state of waste and disrepair (R. 68,

69 ) . The amount due on each of the mortgages was

in excess of the value thereof at the time concerned

( R. 69 ) . All of the mortgages expressly mortgaged

and assigned as a part of the security the rents,

issues and profits, and contained provisions for

assignment of rents (R. 26, 3'5, 49, 54-60), and for

appointment of receiver in the event of foreclosure

(R. 26, 35, 49, 54-60). Furthermore, Investors Syn-

dicate held separate assignments of rentals on three

of its mortgaged premises in addition to the mort-

gages thereon (R. 54). All of the mortgages were

duly and promptly recorded (R. 27, 35, 60).

Certain special facts relate to Portland Trust

& Savings Bank, and it will clarify matters at this

stage to state those facts, and later describe how

the questions on appeal arise as to the other defend-

ants.

Portland Trust and Savings Bank (hereinafter

sometimes called Bank) several months prior to

bankruptcy, to-wit, on August 2, 1933, instituted

separate foreclosure suits in the Circuit Court of

Multnomah County, Oregon, on two mortgages held

* The petitions of appellants (R. 19, 30, 39) alleged

such defaults. The agreed statement herein shows that

at the hearings such allegations were admitted to be

true (R. 60, 65).
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by it on apartment houses, lej?al title to which was
in bankrupt (R. 8). These foreclosures were for

the full amount of principal and interest nnd it

appeared that no taxes had been paid since 1020 (R.

S). Plaintiff applied in each of these causes for

the appointment of a receiver, but in lieu of the

appointment of a receiver the court entered an or-

der recitino- that

'^the interest of all parties to said suit may l>e

protected by requirins: the defendant * * * to

file in this court during the pendency of this

suit, verified monthly accounts showins: all

money received and all disbursements made in

the operation of said apartment houses and to

])ay the net income from said property into court
to be disposed of accordinc: to the further order
of the court and that the necessity of a receiver

may be thereby dispensed with" (R. 0-10).

The court further ordered that Guaranty Trust

Company serve and file monthly a verified account

or report coverins: the operation of the apartment

house involved in each suit

"shoAving all rentals and other income received

from said apartment house and all disburse-

ments made on account thereof during said ac-

counting period: and that said Guaranty Trust

Company, at the time of filing said account and
report, pay into the Court the net income de-

rived from said mortgaged premises during said

accounting period, to he held as a part of the

securitif for said mortcjafie iudchtrdncsfi and to

be applied according to the further orders of

the Coui*t" (R. 10). (Italics ours.)



6 INVESTORS SYNDICATE, et ol.

This order was dated August 10, 1933, and was

thereafter modified by permitting a 20% deduction

as compensation for use of furniture owned by the

bankrupt.

Guaranty Trust Company filed in the state court

monthly statements in compliance with said orders

and paid to the Clerk of the Court the net rentals

computed as aforesaid. None of these moneys ever

came under the jurisdiction of the bankruptcy court,

and are not involved in this appeal (K. 11).

The involuntary petition herein was filed Jan-

uary 29, 1934, being succeeded by 77B proceedings

instituted by supplemental answer filed July 11,

1934 ( R. 5 ) . On January 31, 1934, the District Court

ordered a stay of all proceedings against the alleged

bankrupt (R. 11) but on April 25, 1934, on motion

of Guaranty Trust Company, the District Court

modified that order by permitting the alleged bank-

rupt to comply with the order of the state court

in the foreclosure proceedings above described re-

quiring the alleged bankrupt to pay into the state

court monthly the net rentals as before described.

The District Court order specifically permitted the

parties to said foreclosure suits in the state court

to proceed therewith (R. 11-12). Accordingly, the

alleged bankrupt continued to pay the net rentals

to the state court until the month of June, 1934

(R. 11).

Upon institution of 77B proceedings June 11,
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193'4,* the banknij)! continued to make monthly

reports and delivered same to John W. Kaste, its

counsel. Kaste, being uncertain to whom the funds

belonged, retained possession thereof. The Trustee

in Bankruptcy did not begin to collect the rentals

until September 11, 1934, and thereupon proceeded,

and continued to collect same (R. 12). The moneys

previously accumulated in Kaste's hands were later

paid to the Trustee and are now held by him

(R. 13).

All moneys collected by the Trustee from the

properties mortgaged to the Bank have at all times

been and still are held in a separate bank account

and the Trustee now holds certificates of deposit

of the Bank of California in the amount of $7,700.00

representing such rentals (R. 13). Such fund was

referred to by the opposing parties herein and coun-

sel as a "trust fund" in testimony at the hearing

herein (R. 14-15).

All of the appellants. Investors Syndicate, Port-

land Trust and Savings Bank, and Metropolitan

Life Insurance Company, took timely and appropri-

ate action to protect and preserve their rights to

the rents and profits deriA'ed from their respective

properties.

* Debtor filed petition in 77b on June 11, 1934, but

same was on motion stricken because it should have been

presented by supplemental answer, which debtor accord-

ingly filed July 11, 1934, when good faith order was
entered ex parte (R. 39).
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Jurisdiction was taken herein under 77B by an

ex-parte order without notice to creditors (R. 6).

The first opportunity accorded the appellants and

other creditors to participate in the proceeding

was on August 2, 1934, when a hearing was held

before the Special Master. At that time appellants

appeared by their counsel along with other creditors,

including the petitioning and intervening creditors

Avho now appear as appellees, and opposed the con-

tinuance of the bankrupt in possession (R. 6). At

an adjourned hearing before the Special Master

appellants asserted their rights as mortgagees, filed

written objections to the plan of reorganization

proposed by the debtor, and renewed their oral ob-

jections to the continuance of the bankrupt in pos-

session of the mortgaged premises (R. 6). Based

upon said hearing the Special Master recommended

the appointment of a trustee to take possession of

the debtor's assets and further recommended "that

a separate account should be kept by the trustee

of all moneys coming into his hands from the several

sources so that the disposition of said funds can

ultimately be made in accordance with the deter-

mination that the court may hereafter make as to

the ownership thereof, and in particular that sepa-

rate account 'be kept of the moneys received from

the operation of each of the properties covered hy

said mortf/af/c/' (R. 7). (Italics ours.)

The Master also recommended that "an order

be made and entered herein appointing a trustee of

the property, assets and business of the alleged
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bankrupt, with instructions that all income, reve-

nue, and receipts that shall come into his hands

shall be segregated and handled as above suggested"

(II. 7). This report was confirmed by the court by

order dated August 13, 1934, in which it was fur-

ther:

"Ordered that the said trustee will keep
separate accounts of all moneys coming into his

possession from each of the several i)roj)erties

of the debtor or its said affiliate and that the
trustee's accounts shall be kept so that all in-

come and revenues received and expenses in-

curred in the operation of each of such proper-

ties can at all times be ascertained and secn'e-

gated'^ (R. 7-S).

Pursuant to the recommendations of the Special

Master and the order of court confirming the same,

C. W. Twining was appointed trustee on September

10, 1934, and took possession of the debtor's prop-

erty and assets (R. 8). At all times since, the trus-

tee has complied with the order of court requiring

segi'egation in his accounts of the rents, issues and

profits received by him and expenditures made as

to each of the mortgaged properties and from time

to time has filed such accounts in the bankruptcy

court (R. 71).

The appellant, Investors Syndicate, on October

22, 1934, filed in the District Court in this proceed-

ing a petition in which it set forth that it held mort-

gages on five apartment houses owned by the debtor

of which possession had been taken by the trustee

in said proceeding, that said mortgages were all in
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default, that principal installments were unpaid

and interest was greatly in arrears, that taxes were

delinquent since 1929, that the properties were in

a bad state of repair and that the security was in-

adequate, and prayed for an order granting peti-

tioner leave to foreclose its mortgages and requir-

ing the trustee in bankruptcy to collect and segre-

gate in the namei of Investors Syndicate for applica-

tion upon its mortgage indebtedness all of the rents

and profits which had accrued or would thereafter

accrue from the properties upon which Investors

Syndicate held mortgages (R. 36).

Appellant Metropolitan Life Insurance Com-

pany on October 24, 1934, filed a petition setting

forth substantially the same facts with reference

to the existence and condition of its mortgage and

asked for the same relief as that prayed for by

Investors Syndicate.

Portland Trust and Savings Bank served and

filed its formal petition for rents and profits under

date of February 5, 1935 (R. 16). Such petition con-

tended that the rentals were subject to application

for the mortgagee's benefit prior to the bankruptcy

proceedings and that such application should be

continued by deposit in the state court or othermse

(R. 25). Reference was made in this petition to

the fact that throughout the bankruptcy proceed-

ings and continuing until June, 1934, the bank-

ruptcy court had permitted the rentals to be paid

by the bankrupt into the state court ( R. 23 ) . Refer-
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ence was further made to the fact that subsequent

thereto, said rentals were paid to Kaste and held

by him until such time as the Trustee herein took

over the collection of the rentals (K. 2:^, 24). At

the time of the petition Kaste was still holdinoj the

rentals collected by him during' this intervening

period (R. 24).

It was stipulated at the hearing before the ^[)e-

cial Master that the facts in all of the petitions of

the appellants herein were true with the exception

of certain allegations as to the value of the mort-

gaged properties of Investors Syndicate (R. fiO)

upon which undisputed evidence was received which

showed that the value thereof was less than the

mortgage indebtedness (R. 09 ). Among the allega-

tions so admitted by appellees (R. fiO-Gl) was para-

graph A'^III of the Bank's petition which reads as

follows (R. 24-25) :

"That the said John W. Kaste is connected with

said foreclosure suits and with this bankruptcy

proceeding only in the capacity of attorney at

law representing Guaranty Trust Company and
National Investment Corpoi-ation ; that the

said John W. Kaste has no right to, interest in,

or claim upon said funds, and that the same
should be paid into the Circuit Court of the

State of Oregon for Multnomah County, pur-

suant to the terms of said orders of Court.

That likewise, the net rentals derived from said

mortgaged premises which are now in the pos-

session of said C. W. Twining, as Trustee in

Bankruptcy, constitute a part of the security

for the mortgages described herein and were

dulv impounded by orders of Court entered in
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said foreclosure suits long prior to tlie time
when this bankruptcy proceeding was insti-

tuted, and said funds should be paid into said
Circuit Court."

On April 23, 1935, the Special Master filed a

report wherein he recommended that the mortga-

gees be permitted to proceed with foreclosure and

that the net proceeds from each mortgaged prop-

erty be segregated and paid to the holder of each

mortgage respectively. No order Avas made relative

to this report (E. 61). On May 21, 1935, Metro-

politan again filed petition for leave to foreclose

(R. 61-02). On June 3, 1935, Investors Syndicate

filed a similar petition and on June 5, 1935, Port-

land Trust and Savings Bank filed motion for order

permitting it to proceed Avith its state court fore-

closures (R. 62).

Accordingly, orders Avere entered permitting

said foreclosures to proceed (R. 62).

On October 9, 1935, an order was entered that

reorganization could not be effected, that the bank-

rupt was insolvent and that it should be liquidated

(R. 62). A trustee Avas appointed for that purpose

and the order provided, as had the previous orders,

that the trustee Avas to keep separate accounts of

all moneys coming into his possession from each of

the mortgaged properties (R. 63). Thereupon the

court ordered a reference as to OAvnership of rents

and a hearing Avas held before Roy F. Shields, Spe-

cial Master, who in a full and well considered re-
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port held in favor of the mortgaj^e creditors.* The

uncontradicted evidence before the Special Master

Avas that taxes were delinquent since 1020; that

for a considerable period prior to bankruptcy the

income from the properties had not been used to

pay taxes, interest or other charges ; that the debtor

ran itself before bankruptcy by using such income,

which was practically all the income that the bank-

rupt had; that during the administration of the

Trustee in Bankruptcy herein the bankrupt was

in a state of total collapse; that fire insurance was

not maintained on the mortgaged properties nor

repairs made except those absolutely necessary to

make the rooms habitable; and that the condition

of the bankrupt became worse as the bankruptcy

proceedings continued (R. (JS-OO). It is further ad-

mitted herein that bankrupt was insolvent at the

time bankruptcy proceedings commenced: that the

involuntary petition was resisted in the hope that

77B would be enacted and that counsel for bank-

rupt "stalled" the proceedings until the effective

date of such Section 77B (R. G8). A reorganization

plan was filed as part of the supplemental answer

of the debtor wherein it was pro])osed that the mort-

gagees scale down their principal 25% and also re-

duce their interest rate, which proposal was at all

times unacceptable to the mortgagees (R. 68). It

therefore became at once evident to counsel for

bankrupt that the proceedings were hopeless (R.

* The Special Master's Report is quoted in full in the

Record (R. 72-121).
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68), but the debtor employed additional counsel in

tbe hope that it could convince the mortgagees to

cut down their balances. It was finally determined

that reorganization was hopeless (E. 68).

The Trustee has complied with the order of

court requiring segi^egation in his accounts of the

rents, issues and profits received by him and ex-

penditures made as to each of the mortgaged prop

erties and from time to time has filed such ac-

counts in the bankruptcy court ( R. 71 )

.

It is to be noted that the hearing before the Spe-

cial Master occurred November 20, 1935 (R. 13),

but his report was not filed until November, 193G

(R. 71). Exceptions to the report were filed Decem-

ber 5, 1936, and the order sustaining the exceptions

was filed June 8, 1938. Owing, therefore, to the

great lapse of time between the date of the original

hearing and the present date, it is not possible in

the present state of the record to present to the

court the full facts and details which have trans-

pired since that date with relation to the fore-

closures and the amounts collected. Therefore, if

the court find on this appeal that appellants are

correct in their legal contentions, an accounting

will be necessary as to the rents and the mortgagees

will, of course, be limited to the amount of the de-

ficiencies on their respective mortgages (R. 70).

The lapse of time since the hearing before the

Special Master renders presentation of the case

somewhat awkward in that certain facts in which
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the court is interested are not in the i-ecord because

they occurred subsequent to the report. The fact

is, and it will simplify matters if appellees so con-

cede in their answering brief, that all of the mort-

gages here involved were ultimately foreclosed by

separate proceedings and deficiencies obtained, and

that the money claimed herein by each of the mort-

gagees is accordingly the amount of such deficien-

cies with interest.* Likewise, after the hearing be-

fore the Special Master, although not appearing in

the record herein, the moneys in the hands of the

Clerk of the Circuit Court of Multnomah County,

Oregon, in the foreclosiu'e suits of Portland Trust

and Savings Bank were applied upon the decrees,

pursuant to the original order which recited that

same were to be deposited with the Clerk of the

Court "to be held as a part of the security for said

mortgage indebtedness and to be applied according

to the further orders of the Court" (R. 10). We
assume that counsel will admit these matters, but

if not, since further proceedings in the trial court

will be had in the event of reversal in order to

bring the facts down to date, such later events may

then be taken fully into account.

The District Court reserved decision on the ques-

tion whether failure of the Trustee to pay taxes

accruing during the period he collected the rents

(R. ()()-9) entitles the mortgagees to reimbursement

* Judge Fee's opinion refers to the fact that "the fore-

closures proceeded to sale" and that the creditors have

deficiency judgments (R. 129).
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for taxes paid by the mortgagees for such period

(R. 141). This question was considered by the Spe-

cial Master (R. 114-16). But in deference to the

ruling of the trial court that question will not be

considered herein. In accordance with the trial

court's ruling, all rights based on that issue are

reserved for the further consideration of the trial

court, if that be necessary.

SPECIFICATION OF ERRORS RELIED UPON

Appellants herein rely upon assigned errors 1,

2, 3, 4, 5 and 6 (R. 144-6, 159-161). The errors as-

signed are identical in substance and assigned num-

ber, as to the appeals both under Section 24a and

24b herein.

ASSIGNMENTS OF ERROR 1 to 6, INCLUSIVE*

The Court erred in holding that rentals collected

by the Trustee from the various apartments mort-

gaged to appellants herein should be held as part of

the general estate, available for the payment of ex-

penses of administration and claims of the estate.

* The assignments of error appear verbatim in Ap-
pendix, p. A-1. We believe it will lighten the burden of

the Court and simplify the argument to consider all the
assignments of error together, inasmuch as similar ques-
tions of law are presented by all of such assignments.
Additional points of law are presented as to assignments
of error 3 and 4 relating only to Portland Trust & Sav-
ings Bank, but the consideration of the assignments of
error relating to the bank require discussion also of
matters of law pertaining to the other assignments of
error.
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The Court erred in sustaining the exceptions of the

l)etitioninj> and intervening creditors and Messrs.

Coan and Bischoff to the Special Master's conclu-

sions of law numbered 1 to 8, inclusive, which held

that the respective mortgagees were entitled to such

rents and profits after appropriate deduction there-

from for reasonable furniture rental and property

management charge.

ARGUMENT*

PEINCIPLES APPLICABLE TO ALL APPEL-

LANTS HEREIN— DEMAND FOR RENTS,

OR ORDER OF SEGREGATION, IN BANK-
RUPTCY COI^RT SUFFICIENT.

We propose to shoAV that demand by a mortgagee

in the bankruptcy court for rents and profits, or

an order of segregation b}" the bankruptcy court,

even without such demand, is sufficient to entitle

the mortgagee to rents thereafter collected.

All the authorities agree that the bankruptcy

court, even in 77b proceedings, takes the bankrupt's

assets subject to prior liens, and therefore that

where a mortgagee has sequestered the rents and

profits, either by actual possession, possession

through a receiver, or otherwise, the mortgagee's

rights are prior

:

* Limitations of space prevent inclusion of "Summary
of Argument". However, for the convenience of the

court such "Summary of Argument" has been prepared

and is included in Appendix, p. B-5.
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Duparquei v. Evans, 297 U.S. 216, 222: 80 L.

Ed. 591.

Straton v. New, 283 U.S. 318: 75 L. Ed. 1060.

Continental Bank v. l^th & Walnut Corp.,
79 F. (2d) 284 (CCA. 3rd).

Re Shelhurne, 91 F. (2d) 190 (CCA. 3d).
Federal Reserve v. Weant, 113 Or. 1.

Petition of Cox, 15 F. (2d) 764.

Thus, in Duparquet ix Evans, 297 U.S. 216, 222,

80 L. Ed. 591, the court stated

:

"* * *, it is * * common learning that not even
a trustee in bankruptcy may override a valid

mortgage lieli or supersede a receiver who has
been put into possession in fulfilment of the
mortgage contract. Straton v. New, 283 U.S.

318, 322, 327, 75 L. Ed. 1060, 1093, 1098, 51 S.

Ct. 465; Metcalf v. Barker, 187 U.S. 165, 47 L.

Ed. 122, 23 S. Ct. 67; Lincoln Sav. Bank v.

Kealty Associates Securitv Corp. (CCA. 2d),
67 F. (2d) 895; Re Berdick (D.C), 56 F. (2d)
288; Russell v. Edmondson (CCA. 5th), 50 F.

(2d) 175; Re Brose (CCA. 2d), 254 F. 664:
Carling v. Seymour Lumber Co. (CCA. 5th),
113 F. 483, 491."

That sequestration prior to bankruptcy would

bar the Trustee herein was expressly recognized in

the opinion of the court below, citing the case of

American Trust Co. v. England, 84 F. (2d) 352 (C
CA. 9). (R. 127-8.)

The contention with which we are met in the

present case is that since no receiver was appointed

as such by the state court, the mortgagees have for-

ever lost their rights to the rents and profits until

such time as the^^ obtain title to the property through
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foreclosure. In other words, the contentiou is that

the bankruptc}' court alone has jurisdiction where

there is no prior receivership, and since there is no

method of applying to the bankruptcy court for a

receiver of mortgaged property, the mortgagee is

without remed}'. Such in effect is the holding of the

court below (R. 128-9).

This argument, we believe, confuses form with

substance. It implies that the bankruptcy court,

having sole jurisdiction, holds adversely to all se-

cured creditors and that the latter are utterl}^ with-

out remedy pending such time as foreclosure is

permitted and completed.

It is true that the trustee in bankruptcy is en-

titled to possession of all assets theretofore in pos-

session of the bankrupt: Isaacs r. Hohhs, 282 U.S.

734. However, the very fact that the trustee has

paramount title and possession, exclusive of all

other courts, imposes upon the bankruptcy court the

duty to deal fairly with those assets as to all credi-

tors, both secured and unsecured. This has been

recognized repeatedly by the courts.

MORTGAGEE IS ENTITLED TO RENTS AND
PROFITS UPON TAKING APPROPRIATE
ACTION IN THE BANKRUPTCY COURT.

It is well settled in this Circuit that a mortgagee

is entitled to the rents and profits from the date

of application therefor to the bankruptcy court:

American Trust Co. v. England, 84 F. (2d) 352 (C.
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C.A. 9); Re Hotel St. James Co., 65 F. (2d) 82 (C.

C.A. 9).

We respectfully submit that there is an entire

misconception in the opinion of the court below as

to the holdings of these two cases. The court below

cited the St. James case for the proposition that the

weight of authority favors the award of rents and

profits to the trustee (R. 124) ; and cited the Eng-

land case for the proposition that the mortgagee is

entitled to the rents and profits if he comes peace-

ably into possession.

The fact is that both the St. James case and the

England case stand for the proposition that a mort-

gagee, who has not come into possession, neverthe-

less is entitled to the rents and profits from and

after the date of application therefor to the bank-

ruptcy court. In fact, as we will demonstrate, all

of the decisions permit recovery by the mortgagee

under such circumstances, the only dispute in the

authorities being that some authorities go to the

length of stating that the mortgagee is entitled to

the rents and profits from and after the date of

adjudication without any application to the court.

All these authorities will be herein discussed.

In the St. James case the rents and profits were

awarded to the trustee in bankruptcy solely for the

reason that no application for the rents and profits

had been made by the mortgagee until after all the

rents had been collected and the property had been
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sold on foreclosure, there being no prior sequestra-

tion of any kind. As stated by the court (p. 84) :

''No petition was addressed to tlie bankruptcy
court to direct the general receiver, or the
trustee, to sequester the rents and profits, as
in Mortgage Loan Co. v. Livingston, supra; no
claim to the rents iras made until after the

sale." (Italics ours.)

The court in the St. James case disapproved the

case of In re Wakey, 50 F. (2d) 8()9 (CCA. 7),

which held that the mortgagee was entitled to the

rents and profits from the date of bankruptcy with-

out the filing of any petition. The reason for such

disapproval, however, was that no application for

the rents had been made in that case, just as no

application was made in the St. James case, until

after the rents had been collected. It is clear from

the language of this court that had such an appli-

cation been made the mortgagee would have been

aw^arded the rents and profits. Thus, concerning

the case of Mortgage Loan Co. v. Livingston, 45 F.

(2d) 28 (CCA. 8), this court in the St. James case

stated

:

"Moreover, immediately upon the appointment
of the receiver in bankruptcy, the mortgagee
requested sequestration of the rents, to which
the receiver assented, and repeatedly thereafter

asked leave to continue the enjoined fore-

closure."

In American Trust Co. r. England, supra, de-

cided by this court, the trustee in bankruptcy of a

third mortgagee took possession of the mortgaged
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property on September 17, 1932, witli implied con-

sent, so the court held, of the mortgagor, and pro-

ceeded to operate the ranch and collect the rents

and profits. On October 13, 1932, the first mort-

gagee filed a petition in the bankruptcy case for

the sale of the property and for an order sequester-

ing the proceeds of the operation thereof. This

was denied without prejudice. Thereafter, on Janu-

ary 26, 1933, the referee ordered that the trustee

pay the net proceeds to the first mortgagee, or hold

in a separate account subject to further order of

the court. The trustee adopted the latter course.

On July 26, 1933, on supplemental petition of the

first mortgagee the trustee was ordered to sur-

render possession for the purpose of sale, which was

done August 12th. The mortgagor was not a party

to the proceedings. On July 28, 1933, the mortga-

gor demanded the sequestered funds from the trus-

tee. On September 14, 1933, the first mortgagee

filed a petition therefor and all parties submitted

to the jurisdiction of the court. On these facts it

was held that the first mortgagee was entitled to

the proceeds from October 13, 1932 to August 12,

1933, when possession was surrendered by the bank-

ruptcy court.

This is not a case, as stated in the opinion be-

low (R. 127), where the mortgagee in question came

peaceably into possession. The third mortgagee

came into possession with the consent of the

mortgagor, but not the first mortgagee. The mort-
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gagor claimed adversely to the first mortgagee at

all stages. So far as the first mortgagee was con-

cerned, there was no difference in legal conlem-

plation whether the prior possession of the third

mortgagee was for the latter's account or for the

mortgagor's account. In either case this possession

was adverse to the first mortgagee. The case there-

fore was just the same as if the bankruptcy estate

was that of the mortgagor instead of the third

mortgagee, the rights of each of which were sub-

ject to the prior lien of the first mortgage. Frr>m

the standpoint of the first mortgagee, adverse pos-

session was vested in the bankruptcy estate, and

since the bankruptcy estate had complete jurisdic-

tion of the subject matter, there was nothing that

the first mortgagee could do except to submit him-

self to the jurisdiction of the bankruptcy court by

applying for the rents and profits. This he did and

he was held entitled from the date of such applica-

tion. The court stated (p. 3."5G) :

"The demand of the appellant upon the trus-

tee for the sequestration of rents, and the

referee's order for the sequestration, is the

equivalent of the taking of possession by the

appellant under its trust instrument. Mort-

gage Loan Co. v. Livingston (CCA. 8), 45 F.

(2d) 28."

The court in the England case then enters into

a detailed discussion of Mortgage Loan Co. r. Liv-

ingston, as follows

:
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"In that case the mortgagees were entitled

to possession under the provisions of the mort-
gage, but the possession was in the hands of

a receiver in bankruptc}^ proceedings. The mort-
gagees requested the receiver to sequester the
income from the mortgaged property from other
income of the receivership. The receiver stated
that he would so sequester this income. After-

wards, as here, the mortgagees filed a petition

for leave to foreclose the mortgage. This was
at first denied without prejudice. Thereafter,

as in the present case, it was granted. In hold-

ing that the mortgagees were entitled to this

income remaining in the hands of the receiver,

the court said

:

" 'In effect the mortgagees made themselves
parties to the bankrui^tcy proceedings, recog-

nized the receivership, but never acquiesced in

an appropriation by him of the rents and is-

sues of the property to the use and benefit of

the general creditors, but promptly and per-

sistently insisted that these rents and issues

be impounded by the receiver, and either be
used in the discharge of the taxes and insur-

ance or be turned over to them. While it is

true these mortgagees acquiesced in the collec-

tion of these rents and profits by the receiver,

they did so on the understanding that they
were impounded and would be properly ap-

plied or accounted for, and it cannot be said

that they ever acquiesced in an appropriation
of them by the receiver on behalf of the general
creditors. They were, of course, unable to take
possession of the property from the receiver,

except on an order of court, and the record in

this case warrants the conclusion that the re-

ceiA^er was acting not only on behalf of the gen-
eral creditors, in so far as this property was
concerned, but was acting also in behalf of these

mortgagees, and he collected and impounded
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these pledi^ed i-onts nnd issues, keepiii.2^ tlieiii

separate from his other accounts for apparent-
ly no other jmrpose than to make them avail-

able as a part of the security under this sec-

ond morti?aj?e. * * * We are of the view that
the niortea.sees in effect intei-vened in the re-

ceivership proceedings in aid of theii* proceed-
ings to foreclose, and this intervention operat-
ed to charsfe all of the net income arisinjj from
the operation of the property by the receivei*

with the lien of their mortfra.ire. * * *

'* 'To hold that the morfoajrees had a leiral

right to these rents and issues under the pro-

visions of their morts^affe, but that they should
be precluded from recoverins: same because
they had not technically pursued a lej?al remedy
is to overlook the fact that the nropertv was
in the control of a court of equity, and that

equitable remedies commensurate with the

le2:al rights of the parties should be available.

To take from the mortga.ffees the property to

which confessedly they are entitled under the

pled2:e provision of their mort,2:a2;e, and trans-

fer it to the unsecured creditors of the bank-

rupt, appeals to us as harsh, inequitable, and
unwarranted.' Mortiraffe Loan Co. v. Livinjr-

ston, supra (C.C.A.)[ 4.-) F. (2d) 28. .S2. .^S, 84."

The court in the Fnf/latui case distinguished the

Hotel SIf. Jamcfi case on the ground that in the lat-

ter case no petition was addressed to the bankruptcy

court for the sequestration of the rents and ])rofits.

In view of the very complete consideration of

the case of Moriijafic Loan Co. r. Lirinrfston in the

opinion of the court in the Enqlan^l case, we will

not repeat the matters therein quoted. The T/wiufi'

ston case is one of the leading cases on this subject.
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In the Livingston case no possession was taken by

or in behalf of the mortgagee prior to bankruptcy,

which occurred two days before the foreclosure sale

set for June 29, 1927. The receiver in bankruptcy

collected the rents until January 16, 1928. Shortly

after the receiver took possession the mortgagee

addressed a letter to the receiver asking that the

accounts be separated and the revenues applied to

the mortgage debt. The receiver answered that the

revenues would be kept separately. Petition for

application of the rentals was not filed until Octo-

ber 24, 1927, but it was held that the mortgagee

was entitled to all the rents collected by the re-

ceiver, which included rents collected prior to the

formal application to the bankruptcy court. This

case illustrates that the bankruptcy requirement

is that the mortgagee take some affirmative action

showing his election to claim the rents and profits.

The usual method is by application to the bank-

ruptcy court, but in the Livingston case the seques-

tration dated back to the time of the letter to the

receiver and the latter's prompt response that the

funds collected from the mortgaged property would

be kept separately. This situation is to be compared

with the present case, where the court on institu-

tion of 77b proceedings required the trustee to

keep separate all moneys collected from each of

the mortgaged properties, and where the Portland

Trust & Savings moneys were actually earmarked

and set apart in a separate trust bank account.
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We have thus far considered cases in the Xinlli

and Eighth Circuits. We turn now to consideration

of cases in other Circuits

:

The leading case in the Third Circuit is Hind-

seil r. Libert 1/ Trust Co., 248 F. 112. In that case

it was held that rents collected by the trustee be-

longed to the mortgagee who filed a petition there-

for. The only limitation upon this rule, as stated

in the closing Avords of the opinion, was that the

"claim thereto be seasonably asserted". The rea-

soning of the court in this case is worthy of notice.

Judge Woolley, after stating the various remedies

available to a mortgagee in different states with-

in the Third Circuit i)rior to bauki'upty, goes on

as follows (p. 114) :

"B\it baukru})tcy changes the whole situation,

takes from the mortgagor his land and its in-

come, and takes from the mortgagee the legal

remedies which, but for bankruptcy, he might
pursue in reaching rents arising from the mort-

gaged premises, and gives him in lieu thereof,

only such remedies as may be found in a court

of bankruptcy in the equitable administration

of the bankrupt's assets.

''When rents from mortgaged premises be-

come bankrupt assets and can no longer be

reached by legal process, what constitutes an
equitable administration of a law that takes

away such process? When bankruptcy cuts off

a creditor's legal remedies, under the exigen-

cies of the debtor's insolvency, it does not de-

stroy his legal rights in the debt or in its se-

curity. Under the scheme of bankruptcy these

are preserved to him; but they are enforced in
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a new way, made necessary by the bankrupt's
financial collapse. In enforcing creditors' rights

in the new way, it appears to us that equity
should protect them in the same measure and
preserve to them the same advantages, so far

as practicable, that the law gave them before
bankruptcy stepped in and interfered with them,
having regard to their nature, their superiority,

their priority. * * * That after insolvency has
taken the debtor's property out of his hands,
its income or product belongs to the lien credi-

tor, who has thus become its virtual owner;
and that such income or product issuing from
mortgaged property, should not be diverted
from the mortgage creditor who has a lien to

general creditors who have no lien.

"This view is not based upon the notion that

the mortgage confers a lien on rents, for, of

course, it does not; but it is based upon what
is conceived to be an equitable adjustment of

rights, of which some are obviously superior to

others. Such an application of income from
encumbered property appears to be not only an
equitable but a very practical way of adminis-
tering bankrupt assets."

The case of Central Hanover Banl\ v. Philadel-

phia R. R. Co., 99 F. (2d) 642, decided October U,

1938, by the Third Circuit, holds pusuant to the same

principles that under the extended jurisdiction of

the court under 77b it is not even necessary for the

mortgagee to file a petition, but he will be entitled

to the rents from the date of bankruptcy.

The Fifth Circuit adheres to the same rule. In

Florida Bank v. U. S,, 87 F. (2d) 890 (CCA. 5),

77b proceedings were filed while the mortgagee Avas
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in possession of the mortgaged property. Stay order

against pending foreclosure sale was granted by the

bankruptcy court against the opposition of the mort-

gagee, who also petitioned that the rents be seques-

tered. Thereafter the proceedings were dismissed

(in our case a liquidation has been ordered). It

was held that the trustee must pay to the mortgagee

the rentals in his hands less income taxes.

Re Thomas, also entitled DaUas Trust v. Lrd-

Utter, 36 F. (2d) 221 (CCA. .>), is cited below as

holding that the trustee is entitled to the rents (R.

124). That case, however, in no way departs from

the general rule above set forth. In the Dalias Trust

case the mortgagee did not apply to the bankruptcy

court until after the rents had accrued. The conten-

tion of the mortgagee was that his rights were auto-

matic and that by posting the notice of sale before

bankruptcy he was entitled to the rents without

more. As previously stated, the rule in most juris-

dictions is that some affirmative action must be

taken by the mortgagee to evidence his election. In

view of the later case of Florida Bank r. U. S.y supra

^

there can be no doubt as to the fact that the rule in

the Fifth Circuit is that a mortgagee is entitled

upon application (or even without application under

77b).

The court below cited as contra the case of In

re Brose, 254 F. 664 (CCA. 2), but that case is en-

tirely consistent with our view and does not depart

from the general rule. There a voluntary petition
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was filed April 30tli. A receiver in bankruptcy was

appointed May 2nd, who collected the rents from

the mortgaged apartment house. The mortgagee on

November 27th sued in the state court and obtained

the appointment of a receiver Dec. 1st, which was

evidently entered in the bankruptcy court under

date of December 10th (see Opinion, p. 668). It was

held under the New York rule laid down in the case

of Sullivan v. Rosson, 223 N.Y. 217, 119 N.E. 405,

that the mortgagee acquires no automatic rights to

rents upon default but must take affirmative action

to claim same. Here the mortgagee asserted no

rights in the bankruptcy court until December 10,

1917, Avhen he entered the order of the state court

foreclosure receivership. The significant fact of the

case is that the court permitted the mortgagee to

recover all rents and profits collected after Decem-

ber 10. Therefore the Brose case is square author-

ity for the proposition that when the mortgagee

makes claim to the rents and profits in the bank-

ruptcy court by appropriate petition thereto, he

becomes entitled. The United States Supreme Court

in the case of Duparquet v. Evans, supra, cited the

Brose case in support of the proposition that a trus-

tee in bankruptcy may not override a valid mort-

gage lien or supersede a receiver who has been put

in possession. Of course, the state court receiver

in the Brose case was not entitled to possession un-

til such time as the bankruptcy court relinquished

jurisdiction.

The Second Circuit also decided the case of Re
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McCrory Stores, 73 F. (2d) 270. That case did not

involve a mortgage, but assignment of future sub-

rents as security under a lease. It was held that

the lessor was not entitled to sub-rents which ac-

crued during the month in which bankruptcy oc-

curred because, first, the lease provided for assign-

ment of sub-rentals accruing only after default, and

there was no default, and second, "the lessor did

nothing to assert a claim to them until after the

rights of the trustee had attached". Had the lessor

asserted his claim before the trustee collected the

rents, a different story would have been presented.

It is to be remembered that in 77b proceedings,

with which we are here concerned, the bankruptcy

court is vested with all the powers which it would

have possessed in a general receivership of the

debtor's assets: Section 77b (a)*; Duparquet v.

Evans, supra. The receivership rule as recognized

and applied by the leading case in Second Circuit

is that the receiver holds for secured creditors as

well as unsecured and that a mortgagee is entitled

to rents and profits upon filing petition therefor

in the receivership case: Prudential Ins. Co. r. Li-

herdar, 74 F. (2d) 50 (CCA. 2). In that case the

receiver filed a petition for the rents on December

loth, and it was held that the mortgagee was en-

titled from and after that date to all rents collected

by the receiver after deduction for taxes. The rea-

soning of the court was that the mortgagee should

not interfere with the possession of the court and

* Quoted, Appendix, p. C-10.
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that tlie receiver should collect the rents and profits

for the benefit of whomsoever should be entitled

thereto, subject always to the right of the mortga-

gee to sequestration by appropriate petition. The

court said:

''The mortgagee must take steps to perfect his

rights, and it ought to be assumed, as it was
in Freedman's Savings & Trust Co. v. Shepherd,
that the provision is not self-executing and that
until he asserts his claim he is content to let

the mortgagor receive the earnings of the prem-
ises."

We refer also to the opinion of the court as con-

tained in the report of the Special Master (K. 112-

113) . It is noteworthy that the court in the Liherdar

case considered that the applicable statute was

analogous to the Oregon statute and that although

the mortgagee had no possessory rights, he did have

right to the rents upon application therefor. It

was expressly held that the possession of the re-

ceiver was for the purpose of protecting the rights

of all concerned and that the mortgagee "will have

its rights protected as fully as though the proper-

ties were in its own possession and under its man-

agement".

Another recent Second Circuit case is Lincoln

Bank v. Realty Associates, 67 F. (2d) 895 (CCA.

2), where it was held that the mortgagee Avas en-

titled to the rents and profits from and after the

date of application. This case was approved in

the Duparquet case, supra.
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In re Ilumcston, 83 F. (2d) 187 (CCA. 2), is not

to the contrary. There no application was filed un-

til after the rents had been collected, and the opin-

ion of the court clearly shows that had an applica-

tion been timely filed, the mortgagee would have

been entitled to the rents.

The First Circuit likewise awards the rents to

the mortgagee from and after the date of applica-

tion therefor : Petition of Cox, 15 F. (2d) 7()4. There

it was contended, as in the opinion below (R. 132-4),

that the filing of the involuntary petition in bank-

ruptcy destroyed the mortgagee's right of entry to

obtain the rents. The court, however, held that un-

der Section G7d'^ of the Bankruptcy Act, a mortga-

gee's lien rights cannot be affected and that the op-

posite result would be "in the teeth of Section r)7d

:

it would amount to transferring a part of his proi>

erty to or for the benefit of unsecured creditors".

The Seventh Circuit holds that the trustee is en-

titled to the rents and profits even without appli-

cation therefor: Re Waley, 50 F. (2d) 8(>0 (CCA.

7). That case was disapproved by the Ninth Cir-

cuit in the Hotel St. James case, supra, and it was

there pointed out that the case conflicted with the

previous decision of the Seventh Circuit in the case

of Re Clark Realty Co., 231 F. 570 (CCA. 7). In-

ferentially, therefore, this court approved the Clark-

case, which held that the mortgagee was entitled

to the rents and profits from the date of application

* Section 67d is quoted, Appendix, p. D-11.
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therefor to the bankruptcy court.

The court below, as ar^ied by appellees, held

that there was a split of authorities on the question

whether a mortgagee may obtain the rents and

profits from the bankruptcy court, citing Note, 75

A.L.K. 1526 (K. 124). We believe the foregoing dis-

cussion amply shows that all of the circuits agi'ee

that a mortgagee is entitled to the rents and profits,

the only dispute being as to whether he must make

any application therefor. This is expressly recog-

nized in 75 A.L.R., which states the following:

**By the weight of authority it is held that
the mortgagor is entitled to rents and profits

accruing up to the time the mortgagee enters,

or brings a bill to foreclose or enter, and that
this right inheres in the mortgagor's trustee in

bankruptcy, and that the latter, up to the time
the mortgagee takes action^ takes the rents and
profits for the benefit of the bankrupt's credi-

tors." (Italics ours.)

The ordinary "action" by the mortgagee is by

application or petition to the bankruptcy court,

which is equivalent to an intervention: American

Trust Co. V. England, supra; Bindseil v. Liberty

Trust
J
supra; Re Tamble, supra; Prudential v. Li-

berdar, supra. But a formal application is unne-

cessary, if the circumstances otherAvise show a se-

questration: Mortgage Loan v. Livingston, supra;

Petition of Cox, supra; Re Industrial Cold Storage

Co., 163 F. 390 (D.C., E.D. Pa.).
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MORTGAGEE'S RIGHTS rXDEK 7715

We have heretofore considered generally the rule

of law that a mortgasee is entitled to the rents

and profits in the bankruptcy court upon taking

appropriate action after bankruptcy. The general

rule has been considered from the standpoint of

ordinary bankruptcy cases, although to illustrate

the rule in various circuits reference was made to

some of the cases under Section 77b and Section

74. We propose now to direct the Court's attention

to the proposition that there is even more reason

under Section 77b to protect the mortgagee than in

the ordinary bankruptcy case (see Special blaster's

report, R. 110-114).

The rule is established in an ordinary general

equity recei^ership that a mortgagee is entitled to

the rents and profits by application therefor to the

evpiity court: Prudential Insurance Co. r. Liherdar,

74 F. (2d) 50 (CCA. 2). The 77b statute itself

by its express terms carries over to 77b all the pow-

ers of a federal court in a general equity receiver-

ship: Section 77b (a).*

The purpose and scope of 77b proceedings are

clearly and fully described by :Mr. Justice Cardozo

in JMparquet r. Evans, 297 U.S. 21(). 222, 80 L. Ed.

591, wherein the learned justice stated that one of

the primary purposes of 77b was to extend the field

* This subdivision of the statute is quoted in Appen-

dix, p. C-10.
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formerly occupied by a general equity receivership.

Owing to the limitations of an equity receivership,

it became necessary by federal legislation to offer

ways and means to effect reorganizations despite

dissenting security holders, who formerly often es-

tablished a nuisance value. The method devised by

77b is to hold the debtor's assets substantially in-

tact pending such time as is required to determine

whether a reorganization can be effected. There-

fore, the power of the bankruptcy court extends to

the stay of pending proceedings, such as the state

foreclosure suits instituted by Portland Trust &

Savings Bank: Sec. 77b (c) 10.* By the express

terms of Section 77b (a) the court is vested with

and may exercise all the powers which a federal

court would have had had it appointed a receiver

in equity of the debtor's property by reason of the

latter's inability to pay its debts as they mature.

In the Duparquet case the court carefully defined

general equity receivership as compared with a li-

quidating receivership for purposes of a mortgage

foreclosure, in order to exemplify the broad juris-

dictional powers of the bankruptcy court under 77b.

Since it has already been demonstrated herein {Pru-

dential V. Liherdar, supra), that a receiver in an

equity general receivership suit holds for the bene-

fit of all creditors, secured and unsecured, and that

the mortgagee may therein obtain the rents and

profits by merely applying to the court, it follows

automatically under 77b (a), as interpreted by Mr.

* Quoted, Appendix, p. E-12.
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Justice Cardozo in tlio ' ujjanjnri case, that the

same rights exist in a 77b proceedino:.

Fiider the statute, all the debtor's assets are in

the hands of the court i)en(lin!j: determination whether

a reorganization can be effected. If the reorganiza-

tion is effected, a mortgagee's rights of course are

protected by the jdan of reorganization. Tf the reor-

ganization cannot be effected, the proceeding is either

dismissed or liquidated. Obviouslj^ the mortgagee's

hands are more firmly tied under Section 77b than

in an ordinary bankruptcy proceeding so far as

foreclosure is concerned, and it is conceivable that

foreclosure may be deferred for man}' months by

reason of the pendency of abortive reorganization

proceedings. Indeed, such was the fact in the pres-

ent case, where it was not until October 9, 1085

(R. 62), that an order of liquidation was entered,

being some sixteen months after the 77b proceedings

started. In the present case the debtor owned i)rac-

tically no assets other than the mortgaged proper-

ties, and in the nature of things it would have been

inconsistent for the court to permit the foreclosure

of any of the properties until the proceedings were

either dismissed or the estate liquidated. Once the

court assented to the proposition that there was no

equity for the bankrupt estate in the mortgaged

properties, by the same token the court admitted

that reorganization was impossible, as there were

no other assets. The whole purpose of reorganiza-

tion plan was to scale down the mortgage debts

and interest so that the debtor might remain in
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possession of the mortgaged properties (K. 68).

Fairness and equity require, where the mortga-

gee is stayed from proceeding with his normal reme-

dy of foreclosure, that he at least have the protec-

tion in the interim of having the rents and profits

applied. The rule laid down by the District Court

that the mortgagee is powerless and remediless in

the interval is so harsh and extreme as to amount

to the taking of property without due process of

law, particularly in the state of the property here

involved.

We can understand why a 77b court Avould insist

that the rents be retained by the trustee until it is

determined whether or not reorganization is feasi-

ble, but once it is determined that reorganization is

impossible and liquidation is ordered, as in the

present case, the general creditors should not bene-

fit at the expense of the mortgagee, whose fore-

closure rights have been suspended in the meantime.

All the authorities are in accord with the fore-

going reasoning

:

Re Tamhle, 88 F. (2d) 893 (CCA. 7), (con-

struing Sec. 74).

Central Hanover Bank v. Philadelphia R. R.

Co., supra, (CCA. 3), (Section 77b).

Florida Bank v. U, S., 87 F. (2d) 896 (CCA.
5), (Section 77b).

Re Huff, 24 F. Supp. 565 (D.C, N. D. Ala.),

(Section 74).

The foregoing cases hold that the mortgagee is

entitled to the rents and profits irrespective of the
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filing? of any petition therefor. Tliis result we

believe to be fair and equitable, in view of the dif-

ference between 77b proceedings and ordinary bank-

ruptcy proceedings.

TO DEPRIVE MOKTrxACxEE OF REMEDY WILL
VIOLATE FIFTH AMENDMENT

The cases heretofore cited demonstrate that the

bankruptcy court, having complete jurisdiction, must

give the mortgagee an equitable remedy similar to

that which he would have had had bankrui)tcy not

supervened.

Section G7d* of the Bankruptcy LaAv protects liens

given in good faith for valuable consideration and

duly recorded (See R. 00). Petition of Cox, 15 F.

(2d) 7(!4. See Hiscock v. Bank, 20r> U.S. 28, 51 L. Ed.

945. If the statute be so construed, however, as to

hold that pendency of 77b proceedings prevents the

mortgagee from obtaining rents and profits, al-

though in the absence of bankruptcy he would have

been entitled thereto upon appropriate proceedings,

w^e submit that the statute under such construction

would be void under the Fifth Amendment as de-

priving the mortgagee of property without due pro-

cess of law

:

LouisviUe Bank v. Radford, 295 U.S. 555, 79

L. Ed. 1593.

Northern Pacific r. Boi/d, 228 U.S. 182, 57 L.

Ed. 931.

* See Appendix, p. D-11.
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Horn V. Ross Island Sand & Gravel Co., 88 F.

(2d) 64 (CCA. 9).

Security Bank v. Rindge, 85 F. (2d) 557, 561;
certiorari denied, 299 U.S. 613, 81 L. Ed.
452.

See, also, Dtiparquet v. Evans, supra.

In the Radford case the Frazier-Lemke Act was

held invalid because, although in terms it preserved

the rights of the mortgagee, in fact his remedy was

so interfered with as in effect substantially to in-

jure his rights. It was held under the severely re-

stricted remedies of that Act that there was effect-

ed a "substantial impairment of the security" of the

mortgagee.

We submit that the same is true in the present

case if it be held that the mortgagee's rights are

concluded until foreclosure sale and that he is

powerless to obtain the rents and profits collected

during bankruptcy, even upon liquidation or dis-

missal of the 77b proceedings.

In Horn v. Ross Island this court said

:

^'The Supreme Court in Louisville v. Radford
held that the bankruptcy power is subject to

the Fifth Amendment and that under the bank-
ruptcy power Congress cannot authorize the
bankruptcy court to take for the benefit of the

debtor rights in specific property acquired by
the creditor * * *."

In Security Bank v. Rindge, supra, this court

said

:

"The right to retain a lien until the debt se-

cured thereby is paid is a substantive property
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right which may not be taken from the creditor
consistently with the Fifth and Fourteenth
Amendments to the ( Vmstitiitioii. Louisville
IJank V. Radford, 2!)."; F.S. .Vm * * *."

In the Uindifc case it was contended that it was

inequitable for an assiiinee of a mortgage who had

paid forty cents on the dollar therefor to insist upon

payment in full, but the court held that the assignee

was entitled to prior lien rights regardless of the

price paid for the assignment.

The holdings in the Radford, Ross Island and

Rindge cases are to be contrasted to the language of

the court below, where it was held that the mortga-

gees should be penalized because they refused to

scale down their security. The court below said

:

"If the mortgage creditors were deprived of reme-
dies during this period, it can only be said that

the statute is paramount. Uesides, the record
indicates that these same creditors played a
major part in forcing liquidation by refusal to

accept compromise so that the result is not
inequitable" (Tv. ri2).

The effect of holding that the mortgagees are

barred from acquiring the rents and profits upon

dismissal or liquidation of 77b proceedings despite

application dul}' made to the bankruptcy court prior

thereto, of course would be to club the mortgagees

into accepting reorganization plans. The mortga-

gees would thereb}^ be forced to surrender security

rights, knowing that unless they consented to the

plan the proceeding would be prolonged and the

rents and i)rofits lost to them forever. The court
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cannot do indirectly what it cannot do directly. The

mortgagees' lien is not to be impaired either direct-

ly or indirectly. The Fifth Amendment does not per-

mit any constraint or compulsion upon a mortgagee

to surrender security rights under penalty of loss

of other security rights, to-wit, the rents and profits.

The injustice of the holding in the present case

is magnified when we recall that jurisdiction was

taken by the court below on an ex parte order with-

out a hearing (R. 6). Had there been a hearing it

is certain that the court would never have taken

jurisdiction under 77b because of the hopelessness

thereof. It is an admitted fact in this case that the

debtor was insolvent throughout; that the mort-

gages were delinquent as to taxes and interest, most

of which ran back to 1929 ; that the debtor's affairs

were in a state of total collapse; that it had virtu-

ally no income except from the mortgaged proper-

ties ; that fire insurance was not maintained or re-

pairs made, other than absolutely necessary; also

that the condition of the debtor became worse as

the bankruptcy proceedings continued; also that

the mortgages were worth less than the mortgage

indebtedness (R. 68-9). It is further an admitted

fact that these proceedings were instituted by the

debtor purely for the purpose of inducing the mort-

gagees to scale down their mortgage debts and the

interest rate thereon, which proposals were at all

times unacceptable to the mortgagees (R. 68). It

was conceded by the debtor's general counsel that

the proceedings were hopeless, whereupon the debtor
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employed other counsel in the hope that it might

be able to persuade the mortgagees to cut down
the balances (R. 08).

If there are any equities under these circum-

stances in anyone other than the mortgagees, we

fail to see it. We contend that unless the mortga-

gees are protected in the rents and profits from

and after the date of institution of the 77b proceed-

ings, there is a ^iolation of due i)rocess. We con-

tend that the ordinary bankruptcy rule prevailing

in the Seventh Circuit under Section 771), which has

been adopted also in the Third and Fifth Circuits

as to 77b cases, should be universally applied to all

77b cases which result in a liquidation or dismissal.

This is so because 77b proceedings are of a more

restrictive nature so far as the mortgagee's reme-

dies are concerned than an ordinary bankruptcy

case, and upon such dismissal or liquidation there

is more reason than in an ordinary bankruptcy

case to award to the mortgagee the rents and profits

for which he may have failed to apply. In the pres-

ent case, however, it is of little moment whether the

court adopts the nde that the rents shall be paid

from the date of application or from the date that

the 77b proceedings were filed. ''Date of applica-

tion" in our case must be considered as being no

later than the date of the first meeting of creditors

before the Special Master, when all the appellants

herein protested continuance of possession in the

debtor, as result of which protest a trustee was

named with instructions to segregate income.
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APPLICATION OF FOREGOING PRINCIPLES
TO THE FACTS OF THE PRESENT CASE.

The foregoing authorities establish the proposi-

tion that a mortgagee is entitled to rents from mort-

gaged premises in the possession of a court of bank-

ruptcy from the time of sequestration or from the

time when he asserts his claim to them in the bank-

ruptcy proceeding. Leaving for later consideration

the added arguments of Portland Trust and Savings

Bank based upon its foreclosure suits commenced

prior to bankruptcy, let us first consider the facts

as to the claims of all three appellants.

A sequestration was made by the bankruptcy

court in this proceeding in Aug-ust, 1934. When the

order of good faith under Section 77b was taken

ex parte on July 11, 1934, the entire matter was

referred to Roy F. Shields as Special Master to con-

duct hearings and make his report to the court (R.

6). Notice was given to creditors and hearings were

had before the Special Master on August 2nd and

August 13th. At these hearings the appellants ap-

peared by counsel and participated as mortgagees

holding mortgages on several parcels of real prop-

erty (R. G). The mortgagees opposed the plan of

reorganization and orally objected to the continu-

ance of the bankrupt in possession during the pen-

dency of the proceeding. They must also have as-

serted claims to the rents for the Special Master

in his report recommended that a trustee be ap-
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pointed, and that he be required to keep separate

accounts of the rents received and disbursements

made as to each of the properties covered by a mort-

gage '*so that the disposition of said funds can ul-

timately be made in accordance with the determi-

nation that the court may hereafter make as to the

ownership thereof" (R. 7). The court confirmed

the report of the Special Master and required the

trustee to keep such separate accounts (R. 7-S).

When the trustee who was first appointed failed

to qualify and C. W. Twining was appointed on

September 10, 1934, an identical provision for seg-

regation was contained in the order of appointment

(R. 8). Likewise when an order of liquidation was

entered and H. E. Eakin was appointed as liqui-

dating trustee, October 9, 1935, he was also re-

quired to keep separate accounts of and to seg-

regate receipts and disbursements as to each of the

several properties of the debtors (R. 62 and 63).

The various orders of segi*egation have been com-

plied with by all trustees in the proceeding and

from time to time accounts have been filed herein

showing the same (R. 71).

We respectfully submit that this was a suffi-

cient sequestration of the rents and profits on be-

half of the mortgagees. Vnder the authorities no

particular form of sequestration is required, and

it is not necessary for mortgagees to assert their

rights in any particular manner. An}' method rea-

sonablv calculated to bring to the attention of the
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trustee or the court in tlie bankruptcy proceedings

tlie claim of the mortgagee, seems to be sufficient.

A letter addressed to the trustee in bankruptcy

was held to be sufficient in Mortgage Loan Co. vs.

Livingston (8 C.C.A.), 45 Fed. (2d) 28. Here the

mortgagees appeared at the first opportunity in

the hearing before the Special Master, asserted

their rights as mortgagees, and obtained an order

that the rents from each of the mortgaged proper-

ties be kept separate and apart so that the income

could ultimately be disposed of in accordance with

the determination of the court as to the ownership

thereof. That constituted a setting apart of those

funds for the benefit of the mortgagees to be award-

ed to them upon proper proof that they held valid

mortgage liens thereon.

The appellants followed up the original order

of sequestration dated August 13, 1934, by filing

in the bankruptcy proceeding formal petitions in

which they set up their respective mortgages and

prayed for leave to foreclose and that the rents

be segregated for application upon their mortgage

indebtedness. Within approximately a month after

possession of the property was taken by the trus-

tee, such petitions were filed on behalf of Investors

Syndicate (October 22, 1934) and Metropolitan Life

Insurance Company (October 24, 1934).

A similar petition was not filed at that time on

behalf of Portland Trust and Savings Bank for the

reason that the mortgages of that appellant Avere



vs. LLOYD R. SMITH, et al. 47

already in process of foreclosure and the rents were

beings paid over to Kaste by the trustee in bank-

ruptcy for application under the secpiestration or-

ders of the state court. After the trustee ceased

pacing the rents to Kaste, the bank filed a petition

on February 5, 19)55, for an order requiring both

Kaste and the trustee in bankruptcy to imy all

rents over to the state court for application on its

mortgages, as will be hereinafter more fully shown,

lender the authorities cited there can be no question

as to the sufficiency of these petitions to entitle

the mortgagees to the rents accrued and to accrue

in the hands of the trustee in bankru])tcy.

PORTLAND TRUST & SAYINGS B.\NK'S

RIGHTS TO RENTS AND PROFITS

VESTED BEFORE BANKRUPTCY

AYe have heretofore stated in some detail the

special facts relating to Portland Trust (supra,

pp. 4-6). It becomes necessary at this stage to re-

state the essential facts as a basis for consideration

of the added legal features which entitle the bank

to recover.

Portland Trust instituted foreclosure proceed-

ings long before bankruptcy. Such state foreclo-

sure suits were accompanied by petitions for ap-

pointment of a Receiver. But the state court chose

to impound the rents, by requiring the debtor to

pay them into court, instead of by the appointment

of a Receiver. This was a mere matter of procedural
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macliiiiery and did not alter the fact tliat the state

court took jurisdiction of the rents and profits for

the benefit of the mortgagee. The order is quoted

in the record ( R. 9-10 ) . It requires Guaranty Trust

Company on the 12th day of each month to file

verified account and return in the state court cov-

ering the operation of the apartment houses in-

volved in each of the two foreclosure suits during

the preceding month, showing all rentals and other

income collected and all disbursements made dur-

ing said accounting period. It further requires

Guaranty Trust Company at said times to "pay into

court the net income deriA ed from said mortgaged

premises during said accounting period, to he held

as a part of the security for said mortgage indebt-

edness and to be applied according to the further

orders of the Court". This is not a mere direction

to pay the money into court subject to future de-

termination as to whose money it is. The order spe-

cifically states that the moneys are "to be held as

a part of the security for said mortgage indebted-

ness". We contend that this order was a receiver-

ship order. Hitz v. Jenks, 123 U. S. 97, 31 L. Ed. 15G.

Not only was this order complied with in every

particular prior to the bankruptcy proceedings, but

it was also complied with subsequent to the bank-

ruptcy proceedings and until the time that 77b

petition was filed some four or five months after

the original involuntary petition (R. 11). Not only

did the bankruptcy court permit the rents to be

paid into the state court after the filing of the
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involuntary petition, but to eliminate any question

of doubt in the matter, an order was entered by

the District Court under date of April 25, 1934,

specifically stating that ''the alleged bankrupt shall

not be restrained from complying with the order

of the Circuit Court of the State of Oregon, entered

in the aforesaid foreclosure proceedings, requiring

it to pay into Court monthly the net proceeds de-

rived from the operation of the properties de-

scribed in the foreclosure proceedings" (R. 11-12).

This order further permitted the foreclosure pro-

ceedings in the state court to continue. The rea-

son for entry of the order was that shortly after

the filing of the involuntary i>etition, to-wit, Jan-

uary 31, 1934, the District Court had entered a

general order staying all pending proceedings (R.

11 ) , and it Avas therefore necessary to enter a spe-

cial order exempting Portland Trust from the ef-

fect of the general order.

In fact, it was not until September 11, 1934, that

the Trustee herein began to collect the rentals from

these mortgaged properties. From June to Sep-

tember the rentals were collected by Kaste, attorney

for the bankrupt, and were held by him pending

further order of the Court (R. 12). An order then

issued requiring payment by Kaste to the Trus-

tee (R. 13).

Not only did the District Court expressly recog-

nize the prior lien of the bank to the rents and

profits by reason of the order of April 25, 1934,
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and the other matters above recited, but same was

recognized by other affirmative matters occurring

in the 77b proceedings. Thus, at the outset of the

77b proceedings and thereafter upon the appoint-

ment of each successor Trustee, the Court required

that a separate account be kept of each of the

mortgaged properties (K. 7-8). (It is to be re-

membered that the bankrupt owned nothing of any

substance except the mortgaged properties.) Fur-

thermore, not only were the moneys collected from

the apartments mortgaged to Portland Trust seg-

regated for bookkeeping purposes, both as to re-

ceipts and disbursements, but such rentals were

deposited in a trust account at The Bank of Cali-

fornia, and ever since have been and are now held

in that trust account (R. 13). Furthermore, at the

hearing before the Special Master on the petitions

herein involved, Messrs. Bischoff and Coan, who

appeared as appellees and also as attorneys for

other appellees herein, referred to the Portland

Trust moneys as constituting a trust fund, as did

also the attorneys for the bankrupt (R. 14-15).

Under these circumstances we believe there can

be no doubt as to the claim of Portland Trust to

the rentals impounded in the trust fund at The

Biank of California. (The State Court funds have

already been applied, but deficiencies remain—see

supra, p. 15).

As before stated, all the authorities agree that

the bankruptcy court, even in 77b proceedings, takes
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the bankrupt's assets subject to prior liens, and

therefore that where a mortgagee has sequestered

the rents and profits, either by actual possession,

possession through a Receiver, or otherwise, the

mortgagee's rights are prior.

Duparquct i\ Evans, 297 U.S. 21(;, 222; 80 L.

Ed. 591.

Strafon r. New, 2S.3 U.S. 31S: 75 L. Ed. 10(10.

Continental Bank r. 19/// & Walnut Corp., 79

F. 284 (CCA. 8rd).

Re Slhenrurne, 91 F. (2d) 190 (CCA. 3d).

Federal Reserve r. Wea7it, 113 Or. 1.

Thus, in Duparquet r. Evans, 297 U.S. 216, 222,

80 L. Ed. 591, the court stated:

""•= * * i^ ig * * * common learning that not

even a trustee in bankruptcy may override a

valid mortgage lien or supersede a receiver

who has been put into possession in fulfilment

of the mortgage contract. Straton v. New, 283

U.S. 318, 322, 327, 75 L. Ed. lOGO, 1093, 1098,

51 S. Ot. 465; Metcalf v. Barker, 187 U.S. 165,

47 L. Ed. 122, 23 S. Ct. 67 ; Lincoln Sav. Bank
V. Eealty Associates Securitv Corp. (CCA.
2d), 67 F. (2d) 895; Be Berdick (D.C), 56 F.

(2d) 288: Russell v. Edmondson (CCA. 5th),

50 F. (2d) 175; Re Brose (CCA. 2d), 254 F.

664; Carling v. Se^Tnour Lumber Co. (CCA.
5th) 113 F. 483, 491."

That sequestration prior to bankruptcy would

bar the Trustee herein, was expressly recognized

in the opinion of the court below, citing the case of

American Trust Co. r. England, 84 F. (2d) 352 (C

CA. 9), (R. 127-8).
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However, it is contended by our opponents that

there must have been an actual receivership or ac-

tual possession on the part of the mortgagee to bar

the bankrupt estate from holding the rents and

profits for general creditors. On its face, this is a

shocking argument, implying as it does that the

form under Avhich the state court takes hold of the

rents and profits is determinatiA^e of the mortga-

gee's rights, rather than the substance of what

Avas done by the state court. We beliei^e the fol-

loAving authorities will amply demonstrate that

there Avas a sufficient sequestration prior to the

bankruptcy proceedings

:

In Hitz V. Jenks, 123 U.S. 297; 31 L. Ed. 156,

Keyser as receiA^er of a national bank, sued to en-

force a deed by Avay of mortgage. Mrs.. Hitz de-

fended, claiming she was induced to sign A\dth her

husband by fraud and also claiming fraudulent al-

teration. The low^er court held for her but that the

deeds Avere A^alid as against her husband and or-

dered Keyser to account for rents previously col-

lected and to collect and pay into court all subse-

quent rents collected. On appeal to the Supreme

Court of the District of Columbia this was re-

versed as to Mrs. Hitz, and Keyser aa^ou completely.

She then appealed to the United States Supreme

Court and claimed among other things that she AA'as

entitled to rents paid into court pending the in-

termediate appeal. She relied, as do appellants in

the present case, on Teal v. Waller, 111 U.S. 242,

28 L. Ed. 415. Her claim was that the mortgagee
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had not been put into possession of the land by

her and therefore she was entitled to the rents.

The court, however, disposed of this contention as

follows

:

"The conclusive answer to this argument is that

the accruing rents were not received and held

by Keyser by virtue of an agreement with ITitz;

but the court, through Keyser as its receiver,

took possession of these rents in order to pre-

serve them for the party who should ultimate-

ly prevail in the suit. When it was afterwards
adjudged that the * * * the second deed of trust

w^as valid as against Mrs. Hitz; and the sum ob-

tained for the land at a sale under the powder

contained in this deed proved insufficient, by
more than the whole of the fund in court, to

pay the debt of Hitz to Jenks, secured by this

deed, it was rightly held that Mrs. Hitz had
no right as against Jenks to anv part of this

fund."

The appointment of the plaintiff in the case just

referred to as the agent of the court to collect the

rents and pay them into court as they accrued, is

identical A\iith the order which was entered by

Judge Lusk in the state foreclosure proceedings

here concerned, with the exception that in our case

the defendant was required to collect and pay into

court, whereas in the Hitz case the plaintiff was

so required. In neither case was the appointment

designated in the lower court as a ''receivership",

but just as the United States Supreme Court deemed

that in fact the plaintiff was acting as a receiver

for the court, so in fact w^as Guaranty Trust Com-

pany acting as receiver for the court in our case.
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Nomenclature is immaterial; the fact is that the

collections were made pursuant to court order and

that the part}^ collecting in either case would have

been in contempt If that order had been disobeyed.

In re Berdick, 56 F. (2d) 288 (B.C., S.D. N.Y.),

is to similar effect and is especially worthy of no-

tice inasmuch as it was cited with approval by the

United States Supreme Court in the Duparquet

case, as hereinbefore quoted. In the Berdick case

foreclosure suit was filed, but to dispense with the

appointment of receiver the owner notified the

tenants to pay the mortgagee direct, whereupon the

latter collected the November rentals. On Novem-

ber 27th bankruptcy occurred. The bankruptc}^ re-

ceiver claimed the rents on the ground that no re-

ceiver had been appointed in the foreclosure suit,

but the court held for the mortgagee, stating:

"It thus appears that the mortgagee is for all

practical purposes in possession of the premises
by consent of the mortgagor and is receiving

the rents. In the language of the court in Sul-

livan V. Rosson, supra, the mortgagee has taken
possession of the rents and of the right to them
'through some mutual arrangement therefor'.
* * * It is quite clear that its rights are su-

perior to those of the receiver in bankruptcy."

The United States Supreme Court held in Met-

calf V, Barker, 187 U.S. 165, 47 L. Ed. 122, that in

a suit to assert an equitable lien (there a creditor's

bill
)

, the judgment related back to the date of the

filing of the bill, and that since the date in that

case was more than four months before bankruptcy.
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the state court jurisdiction was prior and the equit-

able lien was to be considered as vested from the

date of the filins: of the bill.

Sequestration is not a technical conception; it

is not even necessary that an order of court be

entered, as was done in the present case. A stipula-

tion between the parties in a foreclosure proceed-

ing has been held sufficient to amount to seques-

tration: Farmers I'nion v. Sullivan, 137 Kan. 196,

19 P. (2d) 476; Hall v. Goldsivorthy, 136 Kan. 247,

14 P. (2d) 659. See 41 C. J. 628.

We contend therefore that there was sufficient

sequestration in the state court and that the bank-

ruptcy court was powerless to overcome the prior

lien rights vested in the bank to the rents and

profits. Furthermore, as previously showTi, the

bankruptcy court expressly recognized the prior

vested rights of the bank and permitted the moneys

to be paid into the state court for a considerable

time after institution of the bankruptcy proceedings

and even after that time segregated the funds and

placed them in a separate bank account as a trust

fund. Collection of the rents and profits by the

Trustee herein was in express recognition of the

bank's prior rights. All that the bankrupt estate

owTied beneficially at any stage of these bankruptcy

proceedings was the worthless equity of redemption.

Except for the debtor's imposition upon the court

in the present case, whereby the court was led to

believe that there were equities in the various mort-
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gaged properties, the court would never have taken

jurisdiction under 77b in the first place, and no

rentals would ever have been paid into the hands

of the Trustee from the apartments mortgaged to

the bank.

Such sequestration was expressly recognized and

deferred to by the bankruptcy court, which for

several months permitted the reilts to be paid into

the state court (K. 11-12), and which placed all

rents from properties mortgaged to Portland Trust

in a special trust account at The Bank of Cali-

fornia (R. 13).

MORTGAGEES' REMEDY IN BANKRUPTCY
COURT NOT IMPAIRED BY STATE LAW
It is contended by appellees that under the law

prevailing in the State of Oregon a mortgagee, un-

less he takes possession prior to bankruptcy or has

a receiver appointed prior to bankruptcy, is ut-

terly without remedy thereafter in the bankruptcy

court so far as obtaining the rents and profits is

concerned. This argument is predicated on the

theory that the claim to the rents and profits under

the mortgage agreement is nothing more than an

inchoate right and that the lien does not vest until

possession is taken by the mortgagee directly or

through a receiver, which is ordinarily impossible

in a court of bankruptcy.

Appellees' argument concerning the Oregon law

is based upon a misinterpretation of the case of
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Teal V. Walker, 111 U.S. 242. That case merely held

as a matter of common law that so long as the

mortgagor has possession he need not account for

the rents and the court said that this conclusion

was "strengthened" by the Oregon statute as it

stood prior to the 1927 amendment. It is clear that

the court did not consider that the law in Oregon

was different from the general common law on the

subject, but on the contrary the Oregon statute

merely affirmed the common law. The court's opin-

ion shows clearly that in a proper case a receiver-

ship could be granted under the Oregon statute even

before the 1927 amendment.

Appellees rely also on the cases of Thomson vs»

Shirley, 69 F. 484 (D. Or.), and Conper vs. Shirley,

75 F. 1()8, (CCA. 9). In the former case the court

appointed a receiver under a provision in the mort-

gage so permitting, but no showing was made by the

plaintiff as to any equitable reason why the re-

ceivership was necessary. The sole question, there-

fore, was whether the agreement for the receiver

was an enforcible contract obligation. The court

held otherwise in the absence of a showing requiring

the intervention of a court of equity, such as inse-

curity or waste, both of which are present in our

case. However, the court was careful to point out

that it did not hold that a receiver would not be

appointed on a proper showing, stating:

"The stipulation in the mortgage that upon the

mortgagor's default a receiver may be appoint-
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ed to take tlie crops, in no wise enlarges the
rights of the mortgagee. In a proper case a re'

ceiver will he appointed without such stipula-

tion. In no other case should one be appointed,
no matter what the parties may agree before-

hand. The only exception to the well-established
rule which excludes the mortgagee from pos-
session of rents and profits by a receiver is in

that class of cases where the value of the prop-
erty mortgaged is threatened with loss or de-

struction."

We believe that the court's statement as to the

grounds for appointing a receiver were too narrow,

but they were not necessary to the opinion in the

case because no grounds at all were shown other

than the provision in the mortgage.

On appeal the court in the case of Couper vs.

Shirley affirmed the lower court's decision but con-

siderably modified the language. The court there

said:

"It must be borne in mind that the appointment
of Couper as a receiver was not made by virtue

of any of the established general principles

of equity, which, when alleged to exist, would
authorize a court of equity to appoint a re-

ceiver, but was made solely in pursuance of the

stipulation contained in the mortgage. The sole

question for our consideration is whether such

a stipulation, of itself, authorized the court to

make the appointment, under the laws of Ore-

gon."

And again

:

"It is enough to say that it has been authorita-

tively settled that, under the provisions of the

statutes of Oregon, they have no power to hind
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the conris, independent of any equitable condi-
tion Avhicli nii^ht be shown to exist, hy any
stii^iilation, contract, covenant or agreement
contained in the mort^aj^e for the appointment
of a trustee or receiver to take charjre of the
rents, issues and profits of the niort^ajred
premises pending a foreclosure of the moi-t-

gage."

But what application do TvaJ r. Walhcr and the

^hlHey cases have to our case? The answer is, none

whatsoever. This is a bankruptcy case; those were

not. Tn the Teal case, as between mortjragor and

mortgagee, the latter claimed to be entitled to the

rents and profits automatically on default by al-

leged self-executing provisions of the mortgage.

There was no application for sequestration to any

forum whatsoever until after the rents and profits

had been collected. Tn the S^hirJei/ cases, an appli-

cation was made for appointment of receiver, but

no gi'ounds were shown sufficient to justify equit-

able interposition—the mortgagee relied solely on

the clause in the mortgage.

The present is a case where admittedly there

was ample ground for the appointment of a re-

ceiver, if bankruptcy had not intervened. Waste

existed, taxes unpaid for years, the properties per-

mitted to deteriorate, no repairs made, insurance

unpaid, income fully applied for the mortgagor's

private purposes. The state court had protected

Portland Trust by an order tantamount to a re-

ceivership (supra, p. 48) ; the other mortgagees had

not asked for receivership prior to bankruptcy be-
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ed to take tlie crops, in no wise enlarges the
rights of the mortgagee. In a proper case a re-

ceiver will lye appointed without such stipula-

tion. In no other case should one be appointed,
no matter what the parties may agree before-

hand. The only exception to the well-established
rule which excludes the mortgagee from pos-
session of rents and profits by a receiver is in
that class of cases where the value of the prop-
erty mortgaged is threatened with loss or de-

struction."

We believe that the court's statement as to the

grounds for appointing a receiver were too narrow,

but they were not necessary to the opinion in the

case because no grounds at all were shown other

than the provision in the mortgage.

On appeal the court in the case of Couper rs.

Shirley affirmed the lower court's decision but con-

siderably modified the language. The court there

said:

"It must be borne in mind that the appointment
of Couper; as a receiver was not made by virtue

of any of the established general principles

of equity, which, when alleged to exist, would
authorize a court of equity to appoint a re-

ceiver, but was made solely in pursuance of the

stipulation contained in the mortgage. The sole

question for our consideration is whether such

a stipulation, of itself, authorized the court to

make the appointment, under the laws of Ore-

gon."

And again

:

"It is enough to say that it has been authorita-

tively settled that, under the provisions of the

statutes of Oregon, they have no power to bind
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the courts, independent of any equitable condi-
tion which mi^ht be shown to exist, by any
stipulation, contract, covenant or aproeniont
contained in the mortj?aj2^e for the appointment
of a trustee or receiver to take charj?e of the
rents, issues and profits of the niortjjajred

premises pendinpj a foreclosure of the moi-t-
gage."

But what application do Tral r. Walker and the

S!hirlcy cases have to our case? The answer is, none

whatsoever. This is a bankruptcy case; those were

not. Tn the l\'aJ case, as between mortgagor and

mortgagee, the latter claimed to be entitled to the

rents and profits automatically on default by al-

leged self-executing provisions of the mortgage.

There was no application for sequestration to any

forum whatsoever until after the rents and profits

had been collected. In the Shirlei/ cases, an appli-

cation was made for appointment of receiver, but

no gi^ounds were shown sufficient to justify equit-

able interposition—the mortgagee relied solely on

the clause in the mortgage.

The present is a case where admittedly there

W'as ample ground for the appointment of a re-

ceiver, if bankruptcy had not intervened. Waste

existed, taxes unpaid for years, the properties per-

mitted to deteriorate, no repairs made, insurance

unpaid, income fully applied for the mortgagor's

private purposes. The state court had protected

Portland Trust by an order tantamount to a re-

ceivership (supra, p. 48) ; the other mortgagees had

not asked for receivership prior to bankruptcy be-
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cause of certain promises that were never fulfilled

(R. 424). After bankruptcy, timely application is

made. The situation thus presented to the bank-

ruptcy court, as contrasted to the situation before

the court in the Teal case and the Shirley case, is

that every ground for equitable jurisdiction for ap-

pointment of a receiver exists — insecurity of the

mortgagee, waste, deterioration and threatened de-

struction of security value. Under these circum-

stances, a receiver would clearly have been appoint-

ed in the state court. Is the bankruptcy court to be

bogged down by the technicality that no application

for receiver was made prior to bankruptcy? The

answer is contained in the many cases which we have

cited from this and other circuits to the effect that

the mortgagee will be held entitled in the bankruptcy

court upon proper application, or other act of the

mortgagee indicating his election. And this is true

because now the bankruptcy court is the only forum

to Avhich the mortgagee can look. It alone has juris-

diction, and being a court of equity, will apply an

equitable remedy that meets the need.

If there were ever any thought that in Oregon

under the Teal and Shirley cases, a mortgagee, in

the absence of voluntary surrender of possession by

the mortgagor, is not entitled to rents and profits

until purchase at sheriff's sale, such misconception

is entirely overthrown by the 1927 Amendment to

the Oregon statute—Laws 1927, Chap. 310, Sec. 1.

Prior to 1927 our statute read:



vs. LLOYD R. SMITH, et al. 61

"A mortgage of real property shall not be deciiiod

a conveyance so as to enable the owner of the
mortgage to i-ecovei- ])()ssession of the i-eal proj)-

erty without a foreclosure and sale according
to laAV."

But in 11)27 the following proviso was added:

^'Provided, that nothing in this act contained
shall be construed as any limitation upon the

right of the owner of real i)r()perty to mortgage
or pledge the rents and i)rofits thereof, nor ;is

prohibiting the mortgagee or i)ledgee of such
rents and profits, or any trustee under a moii;-

gage or trust deed from entering into possession
of any real x>roperty, other than farm lands or

the homestead of the mortgagor or his suc-

cessor in interest, for the purpose of operatinc
the same and collecting the rents and profits

thereof for application in accordance with the

provisions of the mortgage or trust deed or
other instrument creating the lien, nor as any
limitation upon the power of a court of equity

to appoint a receiver to take charge of such
real property and collect such rents and profits

thereof." Or. Code 10.30, § 5-112.

Of what importance, then, are the Shirley cases,

or the Teal case, decided l)efore 1927? As we will

hereafter show, the 1927 statute did not change this

law—it was always true in Oregon that the court

through receiyership or otherwise would in a prop-

er case apply rents and profits for the l)enefit of

a mortgagee. But because of misconception of the

Teal and Shirley cases, the 1927 Amendment was

adopted as an expository statute to make clear the

fact that the ordinary common law equitable reme-

dies were available in Oregon and that the provi-
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sions of the old statute were never intended to in-

terefere with such common law equitable remedies.

(It is again to be noted that the United States Su-

preme Court in Teal v. Walker, held that the old

Oregon statute "strengthened" the common law rule

that the mortgage is not self-executing as to rents

and profits on default — clearly indicating that

Oregon is not an exceptional state, but that it con-

forms to the common law rule. The 1927 Amend-

ment makes it clear that Oregon conforms to the

common law rule as to equitable remedies in case of

default — application of rents and profits prior to

foreclosure sale where equitable grounds exist, as

they do in our case.)

Oregon has a general receivership statute re-

citing the various cases in which receiver may be

appointed : Oregon Code 19.30, Section 32-702. The

statute reads in part as follows

:

"A receiver may be appointed by the court in

the following cases

:

"1. Provisionally, before judgment or de-

cree, on the application of either party, when
his right to the property, which is the subject

of the action, suit or proceeding, and which is

in the possession of an adverse party, is prob-

able, and the property or its rents or profits

are in danger of being lost or materially in-

jured or impaired; * *"

The above statute in its reference to "rents or

profits" that "are in danger of being lost" to the

mortgagee constitutes explicit authority on the part

of the court for the appointment of receiver in a
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mortgage foreclosure suit, being in this respect

a dui)lication of the 1027 Amendment to Oregon

rode 1080, Section 5-112.

As illustrative of the common law rule whereby

a court of equity will in a i)roper case appoint a

recei^er, or otherwise sequester the rents and

profits, we quote from FrcctJman'^ i^av. & T. Co.

r. Shepherd, 127 T\S. 201, 82 L. Ed. ir)3. There it is

said

:

"As was said in Kountze v. Omaha Hotel Co.,

107 U.S. 305, 'courts of equity always have the

1)0wer where the debtor is insolvent, and the

mortgaged property is an insufficient security

for the debt, and there is good cause to believe

that it will be wasted or deteriorated in the

hands of the mortgagor, as by cutting of tim-

ber, suffering dilapidation, etc., to take charge
of the property, by means of a receiver, and
preserve not only the corpus but the rents and
profits, for the satisfaction of the debt. When
justice requires this course to be pursued, and
it is resorted to by the mortgagee, it will give

him ample protection'."

NeiJson vs. HeaJd. 151 Minn. ISl. The court there

said

:

''Ordinarily, under our law, the mortgagor or

his successor in interest is entitled to the pos-

session of the proi>erty and to the rents and
profits therefrom during foreclosure proceed-

ings and until the expiration of the period of

redemption (Marshall & I. Bank vs. Cady. 76

Minn. 112, 78 N.W. 078) ; but, if he permits

waste of a character to impair the security, and
the security is inadequate and those personally

liable for the debt are insolvent, a receiver mav
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be appointed to take charge of the property and
to apply the rents and profits, or so much there-

off as may be necessary for that purpose, in

protecting it from preventable waste."

So it is clear under the decisions and statute

that ample grounds exist here for sequestration of

the rents and profits by a court of equity in Oregon.

And our opponents' contention comes down once

more to the argument that appellants failed to

sequester the rents prior to bankruptcy. This of

course is wholly false as to Portland Trust, for

whose benefit the rents were sequestered both be-

fore and after bankruptcy in the state court. It is

true as to Investors Syndicate and Metropolitan

Life that no sequestration Avas made before bank-

ruptcy, but all the appellants herein made timely

and repeated requests to the bankruptcy court for

the rents and profits, alleging undisputed gi'ounds

for application thereof. ITnder the doctrine of the

England case, Livingston case, BindseU case, TA-

herdar case, and all the other numerous cases here-

tofore cited, appellants are entitled. There is noth-

ing in the Oregon law, common law or statutory, to

the contrary. In this case as in the cases just re-

ferred to, the mortgagees appealed to the bank-

ruptcy court for protection as to the rents and

profits, and are just as fully entitled thereto.

Oregon has not attempted to protect a mortga-

gor's rights to rents and profits in the event of

bankruptcy. Conversely, Oregon has not attempted

by statute or otherwise to deprive the mortgagee
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of his equitable remedy, simply because the remedy
may not have been asserted prior to bankruptcy.

It would be absurd for ()iec:on, or any other state,

to attempt to legislate as to equitable remedies in

a court of bankruptcy. Tt is sufficient that a valid

mortgage lien was created under the laws of Ore-

gon w^hich is respected by the Bankruptcy Act (Sec.

CTd*)
; and that in Oregon it is recognized that on

default the mortgagee under ordinary equitable

principles may have the rents and profits seques-

tered in a proper case for equitable relief. T'pon

bankruptcy, state jurisdiction ceases. The bank-

ruptcy power awarded Congress by the Constitu-

tion is paramount. The bankruptcy court alone, un-

der the pro^isions of the Bankruptcy Act, and with

the established equity jurisdiction of the bank-

ruptcy court, determines the questions before it.

The bankruptcy court being the only forum, must

deal fairly with adverse claimants who intervene

by filing petitions asserting adverse claims. The

bankruptcy court is the onJt/ court, and the mortga-

gee's equitable remedies must be preserved intact,

though the relief is necessarily in different form—
the bankruptcy court appoints no special receiver

for a mortgagee, as the trustee serves for all under

the court's direction and control. As stated by this

court in American Trust Co. r. Fnr/land, supra, quot-

ing from the lArinqsion case:

"They were, of course, unable to take possession

* See Appendix, p. D-11.
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of the propert}^ from the receiver, except on an
order of court, and the record in this case war-
rants the conclusion that the receiver was act-

ing not only in behalf of the general creditors,

insofar as this property was concerned, but was
acting also in behalf of these mortgagees, and
he collected and impounded these pledged rents
and issues, keeping them separate from his

other accounts for apparently no other pur-
pose than to make them available as a part
of the security under this second mortgage. * *

We are of the vieAv that the mortgagees in ef-

fect intervened in the receivership proceedings
in aid of their proceedings to foreclose, and this

intervention operated to charge all of the net
income arising from the operation of the prop-

erty by the receiver mth the lien of their mort-

gage. * * *

" 'To hold that the mortgagees had a legal right

to these rents and issues under the provisions

of their mortgage, but that they should be pre-

cluded from recovering same because they had
not technically pursued a legal remedy is to

overlook the fact that the property was in the

control of a court of equity, and that equitable

remedies commensurate with the legal rights

of the parties should be available. To take from
the mortgagees the property to which confessed-

ly they are entitled under the pledge proAision

of their mortgage, and transfer it to the unse-

cured creditors of the bankrupt, appeals to us
as harsh, inequitable, and unwarranted.' Mort-
gage Loan Co. v. Livingston, supra (CCA.)
45 F. (2d) 28, 32, 3.S, .S4."

We will not repeat the argument and cases previ-

ously cited, that the bankruptcy court will, on ap-

propriate action therein by the mortgagee, award

the rents and profits before foreclosure sale. Our

present purpose is merely to point out that there is
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nothing: peculiar to Oregon law to take this case out

of the general rule recognized by this and all other

circuits that have passed on the question.

Nor can it be stated that Oregon is different be-

cause in Oregon the covenant for application of

rents upon default is not self-executing. It is true

that in Pennsylvania and Illinois and in a very

few other states such provision entitles the mort-

gagee to possession and to the rents and profits

upon default, irresi)ective of application for re-

ceiver or sequestration. But of the many cases from

the various circuits hereinbefore cited by us for the

proposition that on appropiate application the bank-

ruptcy court will sequester rents and profits for

the benefit of the mortgagee, practically all of them

arose in jurisdictions where, as in Oregon, the pro-

vision for rents and profits is not self-executing, but

where positive action must be taken by the mortga-

gee, similar to the situation in Oregon.

Thus, this court in the St. James case, 05 F. (2d)

at page 84, stated the general rule that the mortga-

gee was not entitled to the rents and profits until

actual possession taken or receiver appointed and

stated that such was the rule both in Xew York and

California.

The Now York rule is that a mortgagee is not

entitled to possession despite provision to that ef-

fect in the mortgage unless he takes actual posses-

sion, personally or through a receiver, in a proper

case. Sullivan vs. Rosson, 223 N.Y. 217, 119 X.E.
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405. TMs again is tlie same rule as prevails in the

State of Oregon, 3^et the cases are uniform under

the New York law that from and after the date of

an application in the bankruptcy court by the mort-

gagee for the rents and profits he will be entitled to

same (always assuming that there are equitable

grounds for the appointment of a receiver). In re

Brose, 254 Fed. C>64, CCA. 2; Lincoln Bank vs.

Realty Associates, G7 Fed. (2d) 895, CCA. 2. These

cases demonstrate that under a statutory and com-

mon law situation similar to that of Oregon the

mortgagee's rights are not cut off on account of

bankruptcy.

We have already had occasion herein to point

out (supra, pp. 35-6) that in the case of Prudential v.

Liherdar, 74 F. (2d) 50, which arose in New York,

the Second Circuit in holding application by a mort-

gagee to the equity court in general receivership

was sufficient to entitle him to the rents and profits,

compared the Oregon Statute ( as it existed prior to

1927), as construed in Teal v. Walker, to the New
York statute. The court held that under both stat-

utes an agreement for the rents and profits upon

default was not self-executing but that the remedy

was by application to the court, stating with refer-

ence to the statute (74 F. (2d) at page 53) :

"It is much more in accord with its spirit that

the court should appoint a receiver in foreclo-

sure or if, as in the present case, receivers have
already been appointed in a suit for conserva-
tion of assets, that the court should retain pos-
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session of the proi)erty and have the rents col-

lected for the benefit of all concerned. In this
way the general creditors will not be in posi-
tion to complain of mismanagement l)y the
mortgagee, while the latter will have its rights
protected as fully as though the i)roperty were
in its own possession and under its manage-
ment."

Nor can it be said that the mortgagee's rights to

the rents and profits are inchoate and cannot be

claimed in the bankruptcy court unless "perfected"

prior to bankru})tcy. We have showTi that all

the cases permit a mortgagee to recover the rents

and profits after bankruptcy and that the only

split in the authorities is as to whether such

rents belong to the mortgagee automatically or

only upon application to the court. Thus, cases in-

volving assignment of future wages, such as In re

West, 128 F. 205; Local Loan Co, v. Hunt, 292 U.S.

234, 78 L. Ed. 1230, or cases involving mortgage on

future crops {S'lmms t\ Jamieson, (u F. (2d) 409)

are not in point. The reasoning of the courts in the

wage cases is that there is nothing in advance of

bankruptcy upon which a lien can be asserted, and

further that it is against the policy of the Bank-

ruptcy Act to permit the bankrupt's earnings after

the date of bankruptcy to be pledged. The future

crop cases are to be distinguished on the gi-ound

that the crops are not yet in existence as of the

time of bankruptcy, and under the Oregon law there

is therefore no lien in effect at time of bankruptcy.

However, in a mortgage case, assuming that we have
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a valid mortgage, duly recorded, as in the present

case, there is a valid lien existing prior to bank-

ruptcy. The right to the rents and profits is inci-

dental to the main lien, and it is merely a matter

of remedy to apply the rents and profits to the mort-

gage indebtedness. The rents and profits spring

from the very property which comprises the secur-

ity right.

AMENDMENT OF 1927 IS APPLICABLE TO
MORTGAGES PREVIOUSLY EXECUTED.

The contention will doubtless be made here as

it was in the court below that the Investors Syn-

dicate is not entitled to the benefit of the 1927

amendment for the reason that its mortgages were

executed prior to the time when the amendment

was adopted. The right of the Investors SjTidicate

to the rents and profits is not dependent on the

1927 amendment since it had ample gi'ounds for the

appointment of a receiver upon well established

equitable grounds, in accord with the principles an-

nounced in Teal vs. Walker and the SJiirley cases.

NeAertheless a casual consideration of the matter

will disclose that the amendment is applicable to the

mortgages of Investors Syndicate even though they

were executed prior to its adoption. The opinion

of the Special Master to that effect (R. 103-4), con-

firmed by the District Judge (R. 126-127), is sus-

tained both by reason and authority.
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All of the mortgages of Investors Syndicate con-

tained appropriate provisions mortgaging the rents

and profits as security for the debt and providing

that in the event of foreclosure upon default a re-

ceiver might be appointed to collect the rents (R.

5n-(!0). As to three of the properties there were

separate assignments of rents of like tenor and

effect (R. 54).

The argument that the 1027 amendment is not

applicable to mortgages previously executed is based

upon the erroneous assumption that no statutes of

any kind or character may be given a retroactive

application. It also overlooks the well established

distinction between statutes dealing with substan-

tive law and those relating to the remedy. We pro-

pose to show by two distinct lines of authority that

the Investors Syndicate is entitled to the benefit

of the 1927 amendment.

(1) In the first place, the 1027 amendment

should be given a retroactive application for the

reason that it is a declaratory or expository type

of statutory enactment designed to clarify the mean-

ing of the original statute. As such, it will be con-

strued to have determined the meaning of the orig-

inal statute from the time of its enactment, subject

only to the constitutional restriction that such ap-

plication may not be made if the effect would be

to impair any vested rights or interests.

That the 1027 amendment is a declaratory or

expository statute there can be no doubt. In fact it
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would be difficult to find a better illustration of

ttiat kind of enactment. That it was not intended to

create new, substantiA e rights or liabilities is shown

both by its form and substance. The amendment is

in the form of a proviso which is generally not used

to create new rights or liabilities but rather to ex-

plain or qualify Avhat has gone before.

Minis vs. United States^ 15 Pet. 423.

Meyers vs. Pacific States Lumber Co., 122
Ore. 315, 259 Pac. 203.

Olson vs. Heisen, 90 Ore. 176, 175 Pac. 859.

The amendment merely declares how the existing

statute ''shall be construed". It begins with the sig-

nificant language that "nothing herein contained

shall he construed as any limitation upon the right

of the oAATier of real propert}" to mortgage or pledge

the rents or profits thereof * * *."

It seems to be Avell established that a statute or

amendment declaring the meaning of an existing

statute, which can be so applied AAithout the disturb-

ance of intervening vested rights will be held to

determine the proper construction of the statute

from the beginning.

59 C. J. 1181

:

"An expository or declaratory act is one that

does not purport to change the former law, but
only to determine the proper construction to be
placed uj^on the common law or a former statute.

As a general rule, an act declaring the proper
construction of a former statute is giving a re-

troactive operation so as to determine the mean-
ing of the earlier statute from its enactment."
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Washlnqton Railicai/ Co. rs. Martin, 7 D.C.
120:'

"Now, although it is not within the competency
of even the legislative power to deprive any
person of a vested right, by means of a declara-
tory act, yet when no right has been already
secured under the former act, the legislature

may declare its meaning by a subsequent law,
and this will be held to be the meaning of the
first law from the beginning, for no wi'ong is

thereby inflicted, since no rights had become
vested."

Clayton vs. Schultz, 50 Pac. (2d) UCy at 449,

4 Cal. (2d) 425.

"While a declaratory statute cannot bind the

courts with respect to application of the orig-

inal statute to transactions which occurred or

rights of action which accrued prior to passage
of the declaratory act, yet in the absence of

intervening rights^ an act declaratory of a

former one has the same effect as if embodied
in the original act at the time of its passage."

To the same effect

:

}fosIc rs. BUUceU, 1.30 Fed. 3.34 (2 C.C.A.).

CoweU rs. Colorado Sprinf/s, 3 Colo. 82.

There is no good reason why these principles

should not be applied to the 1927 amendment of Sec-

tion 5-112 Ore. Code 1930. The right of the legisla-

ture under the constitution of Oregon to enact re-

trospective or retroactive statutes has long been

recognized. MacKenzie vs. Douglas County, 91 Ore.

375, 178 Pac. 350. Curative and remedial statutes

of various types have frequently been enacted in
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Oregon and given a retroactive application. Men-

asha Co. vs. Coos County, 66 Ore. 431, 134 P. 1037.

Although the 1927 amendment has never been

construed by the Supreme Court of Oregon, it has

been applied to previously executed mortgages by

many Circuit Courts. Also, it has been decided in

the Federal District Court of Oregon that the

amendment is a declaratory statute and applies to

mortgages previously executed. New York Life In-

surance Co. vs. Progressive Realty Co., decided Jan-

uary 7, 1935 (unreported) (R. 127).

It cannot be successfully asserted that the ap-

plication of the 1927 amendment to the previously

executed mortgages of the Investors S;yTidicate dis-

turbs any vested rights or impairs the obligation of

any contract. On the contrary the 1927 amendment

operates in favor of the enforcement of contract

obligations made by the parties. Section 5-112 Ore.

Code 1930 prior to the amendment, under the doc-

trine of Teal vs. Walker and the Shirley cases, ren-

dered the contract provisions for obtaining the rents

and profits unenforceable as being against the de-

clared public policy of the state.

As stated in Teal vs. Walker, such provisions

were *'not expressly prohibited by law". They were

neither malum prohibitum or malum in se. But

they remained dormant as long as the previous con-

struction of the statute constituted an impediment

to their enforcement.

It seems obvious, without an examination of
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authorities, that a change in the law whereby a con-

tract is rendered enforceable in accordance with its

terms could not be considei-ed an ''imi)airnient" of

the contract. Tt seems equally obvious that a nioit-

gagor who has entered into a contract jn-ovjding

for the remedy of a rer'eiver to collect rents and

profits does not have a vested right in the impedi-

ment to the enforcement of that contract, and should

not be heard to complain of a subse(iuent change in

the law which has the effect of making the contract

enforceable according to the intention of the parties.

The principle is stated in 12 Corinis Juris 10(10 :

*'A statute may not be declared unconstitution-

al on the ground that it gives binding force to

a voluntary agreement void or unenforcible

when made. Acts validating usurious loans and
those perfecting defective conveyances may be

mentioned as exami)les of this class of legisla-

tion.''

12 C.J. lOfU:

"It is within the power of the legislature to give

validity to contracts previously made by a cor-

poration which are unenforcible by reason of

the corporation's having been defectively or-

ganized or organized under an invalid statute,

or, in the case of a foreign corporation, invalid

because of its failure to comply with a condi-

tion precedent to its I'ight to do business in the

state."

The text is amply supported by cases holding

that no constitutional rights are invaded where a

contract unenforceable when made is rendered en-

forceable by a subsequent change in the law.
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Gross vs. U. S. Mortgmje Co., 108 U.S. 477, a

leading case, holds that a mortgage unenforceable

^vhen made because it was against x^ublic policy,

may be rendered enforceable by a subsequent change

in the law without depriving defendant of any vest-

ed rights, since a party cannot hai^e a vested right

in an impediment to the enforcement of a contract.

To the same effect

:

National Surety Co. vs. Architectural Co., 226
U.S. 276.

Ewall vs. Daqgs, 108 U.S. 143.

Watson vs. Mercer, 8 Pet. (U.S.) 88.

Prideau vs. Des Moines Joint Stock Land
Bank, 34 Fed. (2d) 308.

Bennington County Savings Bank vs. Lowry,
160 Wis. 659, 152 N.W. 463.

(2) By a different line of reason and authority

the conclusion may also be reached that the 1927

amendment is applicable to the provision in the In-

vestors Syndicate mortgages for the appointment

of a receiver upon foreclosure. All of the mortgages

of Investors Syndicate not only mortgage and

pledge the rents and profits as a part of the security

for the debt, but they also provide that in the event

of default and upon foreclosure the Court shall ap-

point a receiver to collect the rents and profits.

Receivership is a matter of remedy. It is a reme-

dy employed by a court of equity as an aid in the

administration of justice. Since it is not the sub-

ject of a separate proceeding but can only be used

as an instrument to aid the coiu^t in a suit based



vs. LLOYD R. SMITH, et al. 77

on other equitable grounds, it is classed as an an-

cillary remedy. The provisions in the mortp^aj^es of

Investors Syndicate to the effect thai ni)on fore-

closure a receiver should be ai)pointed to collect the

rents and profits amount to contracts for a remedy.

At the time these contracts were made they were

not enforceable obligations l>ecause they were

against the public policy declared by 'Section T)-]\'2

as construed by Teal vs. Walk(M*.

One provision of the amendment is that the stat-

ute shall not be construed "as any limitation upon

the power of a court of equity to appoint a receiver

to take charge of such real property and collect such

rents and profits thereof". This part of the proviso

had the effect of removing the restriction, if any,

contained in the main statute upon the right of the

court to appoint a receiver in a foreclosure suit.

Since that pro^ision relates to the remedy to be

employed in a suit it will be given a retroactive ef-

fect, or more properly stated it will be applied by

the court to suits thereafter filed even though the

cause of suit arose prior to the amendment.

That principle of law is so universally recog-

nized that an extensive consideration of authorities

is not required. The rule is well stated in ."iJ) (\.T.

1173:

''The general rule that statutes will be construed

to be prospective only and not retrospective or

retroactive ordinarily does not apply to stat-

utes affecting remedy or procedure, or, as is

otherwise stated, such general rule is subject
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to an exception in the case of a statute relat-

ing to remedies or procedure. AVhile it has been
said that statutes relating to remedies or pro-
cedure may be given a retroactive operation, a
more accurate statement of the principle in-

tended is that, unless expressly prohibited by
statute, and in the absence of directions to the
contrary, or unless in doing so some contract
obligation is violated or some vested right di-

vested, statutes merely affecting the remedy or

law of procedure apply to actions thereafter,

whether the right of action accrued before or
after the change in the law."

Link vs. Keceivers, 73 Fed. (2d) 149:

"It is true that statutes relating to practice and
procedure generally apply to pending actions

and those subsequently instituted, although the

cause of action may have arisen before."

Pacific Indemnity Co. vs. Insurance Co., 25

Fed. (2d) 930^, (9 CCA. 1928) :

In that case this Court held that a California

statute passed in 1927 providing that when it ap-

peared in any action that the parties had agreed to

resort to arbitration the court should stay the pro-

ceedings until the arbitration was completed, was

applicable to a contract previously executed for the

reason that it was a matter relating to the remedy.

Brainard vs. Coeur d'Alene Mining Co., 35

Idaho 742, 208 Pac. 855

:

"Legislation which affects only the remedy or

the procedure embraces pending actions, unless

it contains words of exclusion." (Citing many
cases.)

I
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Other illustrative cases are:

Judkins vs. Jaffee, 21 Or. SO, 27 Pac. 221.

Darling vs. Miles, 57 Or. 50:?, 112 Pac. 10S4.

McGuire vs. runningham, 222 Pac. 838, CA
Oal. App. r^'M).

The foregoing princii)les and authorities would

seem to leave no room for doubt but that the mort-

gages of Investors Syndicate, although executed

prior to the 1927 amendment, are entitled to the

benefits of that statute. The same result is obtained

whether the statute is viewed as a declaratory en-

actment which establishes the true inter])retation

of the statute from the beginning, or whether it is

viewed as a statute relating to the remedy. Under

either theory to accord Investors Syndicate the bene-

fits of the amencbnent would not disturb any vest-

ed right or impair the obligation of anv contract.

On the contrary it would serve to give effect to the

contract which the parties made. Such a result

would be just, as well as lawful.
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CONCLUSION

For tlie reasons assigned, it is contended tliat

tlie order below should be reversed and decree en-

tered in favor of the mortgagees for the rents and

profits to the extent of their deficiencies.

Respectfully submitted,

STEPHEN H. BOYLES
CHAS. W. REDDING
VERNE DUSENBERY,
Attorneys for Investors Syn-

dicate, Appellant.

VERNE DUSENBERY,
Attorney for Metropolitan Life

Insurance Company, Appel-

lant.

VERNE DUSENBERY,
HERBERT L. SWETT,

Attornej^s for Portland Trust

& Savings Bank, Appellant.
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2. That the court erred in holding that all ren-

tals collected by the Trustee in the above proceed-

ing from the Nordell Apartment, Kesthaven Apart-

ment, Chapman Court Apartment, Duplex Apart-

ment (First) and Duplex Apartment ('Second),

upon which the appellant, Investors Syndicate, held

mortgages and which were collected prior to sale

upon foreclosure of the property covered by said

mortgages respectively, should be held and dis-

bursed by said Trustee as a part of the funds avail-

able for the payment of expenses of administration

and claims of the estate.

3. That the Court erred in sustaining the ex-

ceptions of the petitioning and intervening credi-

tors and of Ralph A. Coan and S. J. Bischoff to Con-

clusions of Law numbered six and seven of the

Special Master's Report dated November 14, 1936,

wherein the Master found and recommended that

the net rentals and income from the Adele Manor

and the Charmaine Apartment, in the hands of the

Trustee, after making deductions therefrom of

amounts representing (a) reasonable furniture

rental, and (b) property management charge,

should be held by the Trustee for the benefit of the

Portland Trust and Savings Bank to be applied

toward the payment of its respective mortgages on

said respective apartment properties, but limiting

recovery in the event of foreclosure sale to the

amount of deficiency after said sale.

4. That the Court erred in holding that all ren-
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tals collected by the Trustee in the above proceed-

ing from the Adele Manor and the Charmaine

Apartment, upon which the appellant Portland

Trust and Savings Bank held mortgages and which

were collected prior to sale upon foreclosure of the

property covered by said mortgages respectively,

should be held and disbursed by said Trustee as a

part of the funds available for the payment of ex-

penses of administration and claims of the estate.

5. That the Court erred in sustaining the excep-

tions of the petitioning and intervening creditors

and of Ralph A. Coan and S. J. Bischoff to Con-

clusion of Law numbered eight of the Special Mas-

ter's Report dated November 14, 103(), wherein the

Master found that the net rentals and income from

the Maravilla Court Apartment, in the hands of

the Trustee, after making deductions therefrom of

amounts representing (a) reasonable furniture

rental, and (b) property management charge,

should be held by the Trustee for the benefit of the

Metropolitan Life Insurance Company to be applied

toward the payment of its mortgage on said apart-

ment property, but limiting recovery in the event

of foreclosure sale to the amount of deficiency after

said sale.

G. That the Court erred in holding that all ren-

tals collected by the Trustee in the above proceed-

ing from the Maravilla Court Apartment, upon

which the Appellant, Metropolitan Life Insurance

Company, held a mortgage and which was collected
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prior to sale upon foreclosure of the property cov-

ered by said mortgage, should be held and dis-

bursed by said Trustee as a part of the funds avail-

able for the payment of expenses of administration

and claims of the estate.

Wherefore, the appellants jointly and severally

pray that the aforesaid order of the District Court

of the United States for the District of Oregon, en-

tered June 8, 1938, be reversed, and that a decree

be entered, sustaining and confirming the Conclu-

sions of Law numbered one to eight, inclusive, and

No. 10 of the Special Master's Report dated Novem-

ber 14th, 1936.
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APPENDIX B

SUMMARY OF ARCJUMEXT

All mortgages herein concerned contained ap-

propriate provisions mortgaging and assigning the

rents on default and for appointment of a Receiver

upon foreclosure (R. 26, 35, 54, 55, 59, 60). All the

mortgages were in default upon bankruptcy (supra,

p. . . ) ; the values of the respective mortgaged prop-

erties were less than the amount due on the mort-

gages (R. 69). All the properties had been neglect-

ed and waste permitted (R. 69) ; taxes were unpaid

since 1929 (R. 68). Therefore, under the state law

all the mortgagees would, in the absence of bank-

ruptc}^ have been clearly entitled to obtain the

rents by appointment of a Receiver or other appro-

priate means upon appropriate application (See

R. 60).

Portland Trust had instituted foreclosure pro-

ceedings prior to bankruptcy and applied for ap-

pointment of a Receiver (R. 8-9). The state court

more than four months prior to bankruptcy, in lieu

of appointment of a Receiver, compelled the debtor

to pa.y the rentals into court monthly ''to be held

as part of the security for said mortgage indebted-

ness and to be applied according to the further or-

ders of the Court" (R. 10). This was equivalent

to a receivership prior to bankruptcy. The order

was faithfully complied with, even after the fil-

ing of involuntary petition in bankruptcy (January
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29, 1934) and continued until petition for 77b pro-

ceedings in June, 1934 (R, 11). The District Court

on April 25, 1934, in the bankruptcy proceedings,

modified the previous restraining order issued by

the Court and expressly permitted the bank to pay

monthly into the Circuit Court the net rentals from

the mortgaged properties (R. 11-12). Even after

77b the Trustee did not collect the rentals directly

until September 11, 1934. Kaste then turned over

to the Trustee the rents in his hands which he had

collected in the interim (R. 13). All moneys col-

lected by the Trustee from the apartments mort-

gaged to Portland Trust have at all times been held

in a separate trust account at The Bank of Cali-

fornia (R. 13). Formal petition for the rents was

filed by the bank February 5, 1935 (R. 16). These

facts amount to sequestration, both before and dur-

ing bankruptcy, in behalf of Portland Trust.

To protect the various mortgagees, and at their

request, the Court in taking jurisdiction under 77b

required the Trustee to segi^egate all revenues and

expenses from each of the mortgaged properties (R.

7-8). This in itself was a sufficient sequestration

entitling the mortgagees to rents accruing there-

after.

Shortly after the Trustee commenced to collect

the rentals from the properties mortgaged to In-

vestors Syndicate and Metropolitan, those appel-

lants intervened by filing petitions for leave to

foreclose, and for the rents and profits (R. 28-35).
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Such petitions were sufficient to entitle the appel-

lants to the rents and profits.

A mortgagee is not to bi denied his ordinary

remedy to have the rents sequestered, merely be-

cause of the intervention of bankruptc3\ The Trus-

tee in bankruptcy holds for all creditors, including

mortgage creditors, and upon appropriate applica-

tion the mortgagee's rights to the rents will be safe-

guarded. Since receivership in a court other than

the bankruptcy court is impossible, w^hen the bank-

ruptcy court has once acquired jurisdiction, the

bankruptcy court supplies an equitable remedy ap-

propriate to the bankruptcy procedure, to-wit, trans-

fer of rents and profits to the mortgagee from the

date of the latter's application therefor. No such

application of course is necessary for Portland

Trust, because the rents and profits were impounded

for the bank's benefit before bankruptcy (but such

application was made—R. 16).

Jurisdiction herein under 77b was taken by ex

parte order, with no opportunity afforded appel-

lants to be heard in advance. Yet the bankrupt was

insolvent at the time (H. 62, 68) and thereafter,

and had no assets other than the mortgaged prop-

erties (R. 96, 68), nor income other than therefrom

(R. 69), and had ''milked" the mortgaged properties

for years (R. 69). Reorganization was impossible

since the security was worth considerably less than

the mortgage debts (R. 69, 66-7), and the mortga-

gees refused to scale down their obligations and
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permit this improvident mortgagor to continue as

owner (R. G8). The debtor admitted that it "stalled"

the proceedings (R. 68). Eventually an order of li-

quidation was entered (R. 62).

A mortgage creditor's rights cannot be indefi-

nitely postponed and injured by the pendency of

77b proceedings, particularly proceedings such as

those herein described. The debtor had no equity

and the Trustee should not be permitted, for gen-

eral creditors or for expenses of administration,

to hold rents and profits collected by the Trustee

under 77b, which are needed to pay mortgage defi-

ciencies.

The court under 77b is vested with all powers

of a court of general receivership : Bankruptcy Act,

Sec. 77b (a). As such the Trustee represents se-

cured and unsecured creditors. Since under ordi-

nary bankruptcy the mortgagees are entitled to the

rents upon application, a fortiori is this true in 77b

w^here creditors' remedies are suspended pending re-

organization, dismissal or liquidation (here with-

out a hearing). It has therefore been held in 77b

cases that it is not even necessary for a mortgagee

to petition for the rents ; he will, upon dismissal or

liquidation, be protected thereto even without such

application.

The Oregon rule on real property requires no

different result. The Oregon statute recognizes the

mortgagee's right to the rents and profits after pos-

session is voluntarily surrendered or after a re-
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ceiver is appointed. This is the iisnal rule throui^h-

oiit this circuit and elsewhere (only a few juris-

dictions gi'ant rents and i)rofits to the morti^ajree

automatically on default). The Oreiron statute con-

tains no specific provision for application of rents

and profits in the event of bankruptcy, because ob-

viously that is beyond the jurisdiction of the state

court. The bankruptcy court takes title complete

in the absence of previous foreclosure instituted,

and must apply its o^^^l equitable rules. This is a

matter of remedy to which the morts^agee is entitled.

But if the bankruptcy court denied the mort-

gagee a remedy in that court to obtain the rents

and profits, this would so seriously impair the

mortgagee's security rights as to amount to depriva-

tion of property without due process of law and

therefore be void under the Fifth Amendment. Ac-

cordingly, it is universally held, whether or not un-

der 77b, that the bankruptcy court will award the

rents and profits to the mortgagee. The only dispute

(not material in the present case) between the

various Circuit Courts is whether the mortgagee is

entitled to the rents automatically upon bankruptcy,

or must file application for the rents and profits in

the bankruptcy court.
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APPENDIX C

SECTION 77B(a) OF THE BANKEUPTCY
ACT*

"* * * If tlie petition or ansAver is so approved,

an order of adjudication in bankruptcy shall not be

entered and the court in which such order approv-

ing the petition or answer is entered shall, during

the pendency of the proceedings under this section,

have exclusive jurisdiction of the debtor and its

property wherever located for the purposes of this

section, and shall have and may exercise all the

powers, not inconsistent with this section, which a

Federal court would have had it appointed a re-

ceiver in equity of the property of the debtor b}"

reason of its inability to pay its debts as they ma-

ture. * *"

* Only so much of Subdivision (a) is quoted as is

pertinent to the matters herein.
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APPENDIX D

SECTION 67 ( (I) OF THE BANKRUPTCY
ACT*

"Liens given or accepted in good faith and not

in contemplation of or in fraud upon the provisions

of this title, and for a present consideration, which

have been recorded according to law, if record there-

of was necessary in order to impart notice, shall,

to the extent of such present consideration onl.y,

not be affected by anything herein."

* The applicable statute is quoted prior to the 1938
Amendment.
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APPENDIX E

SECTION 77B(c) (10) OF THE BANK-
KUPTCY ACT

' "(c) Upon approving the petition or answer or

at any time thereafter, the judge, in addition to the

jurisdiction and powers elsewhere in this section

conferred upon him, * * * (10) in addition to the

provisions of section 29 of this title for the sta}ing

of pending suits against the debtor, may enjoin or

stay the commencement or continuation of suits

against the debtor until after final decree; and

may, upon notice and for cause shown, enjoin or

stay the commencement or continuance of any ju-

dicial proceeding to enforce any lien upon the estate

until after final decree."
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STATEMENT OF THE CASE

The relevant facts are as follows

:

Guaranty Trust Company (and National Invest-

ment Company, its affiliate) were the owners of a

large number of real properties, encumbered and

unencumbered. An involuntary petition in bank-

ruptcy was filed against the Company in January,

1934. Bankrupt purposely "stalled" adjudication un-

til Sec. 77B was enacted when it filed an answer

seeking reorganization.

The reorganization proceeding resulted in an or-

der of liquidation which constituted an "Adjudica-

tion". Trustees were appointed, order of reference

made and the estate is being administered in bank-

ruptcy.

The trustee took possession of the assets consist-

ing of many parcels of real property, encumbered

and unencumbered, mortgages, securities and per-

sonal property (including properties upon which ap-

lants held mortgages).

The trustees collected rents from these prop-

erties and appellants, by the petitions now under con-

sideration, seek to have turned over to them the

rents collected from properties upon which they hold

mortgages.

The Investors Syndicate's five mortgages were

all executed prior to the 1927 Amendment to Section

5-112 Oregon Code.



2 INVESTORS SYNDICATE, et ol.

The Metropolitan Insurance Company held one

mortgage made subsequent to the 1927 Amendment.

Investors Syndicate and Metropolitan Life Ins.

Co. did not, prior to the filing of the bankruptcy

petition, commence any foreclosure proceeding or

obtain a receiver, nor did they collect any rents, nor

did they obtain possession of the property covered

by their mortgage. The first attempt to obtain the

rents v^^as made long after bankruptcy when they

petitioned for leave to institute foreclosure proceed-

ings (in other courts).

The Portland Trust & Savings Bank was the hol-

der of two mortgages on two parcels of real property

made subsequent to the aforesaid Amendment. It

commenced suit to foreclose these mortgages in the

state court prior to the filing of the bankruptcy peti-

tion, prayed for the appointment of a receiver. The

application was denied, but the Court made orders

directing the ovmer to file monthly statements show-

ing receipts and disbursements and requiring the

net revenues to be deposited with the Clerk of the

state court. The orders did not require surrender

and the owner remained in possession.

None of the appellants ever petitioned the Bank-

ruptcy Court to turn over possession of the proper-

ties to them, or that the trustee should abandon the

mortgaged properties, or for the sale of the mort-

gaged properties free of liens with permission to bid

the amount of their mortgage debt at such sale, or

for the extension of the trusteeship for their benefit.
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They did not seek to have their mortgage liens estab-

lished and foreclosed in the bankruptcy proceeding,

or have the value of their security determined and

the extent of deficiency, if any, ascertained in the

manner required by Section 57 (h) (11 U.S.C.A.

93 (h)) Bankruptcy Act. On the contrary they

sought and v^ere granted permission to foreclose

their mortgages in other courts.

The appellant mortgagees appeared specially in

the proceedings and refused to submit to the juris-

diction of the Bankruptcy Court (R. 6).

The order requiring the trustees to keep separate

accounts (R. 8) was not made for the benefit of ap-

pellants and they are not referred to therein by name

or description. The order is not limited to properties

covered by appellants' mortgages or any mortgages

but includes all properties, encumbered or unencum-

bered. The order was not made on petition by or on

behalf of appellants. The order does not require that

the monies so collected be kept in separate funds. It

deals with bookkeeping only.

We deem it necessary to focus attention at this

point upon the terms of the order because appellants,

throughout their brief, erroneously assert that this

order required the maintenance of separate accounts

for the benefit of these mortgagees, and upon that

erroneous assertion, they predicate the argument

that this order constitutes a sequestration of the

rents for their benefit.
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The same erroneous assertion is made with reh

spect to the accounts filed by the trustees. It is as-

serted that the trustees filed accounts showing seg-

regation of the rents derived from the mortgaged

properties. This is only partially true. The trustees

filed separate accounts of receipts and disburse

ments from all properties, encumbered or unencum-

bered.

Long after the making of the order by Judge Mc-

Nary for the keeping of separate accounts, each of

the appellants petitioned the Court that the rents

be segregated for their benefit, which was clearly

a recognition that the order theretofore made was

not a sequestration for their benefit. These are the

petitions which resulted in the order now under re-

review.

The Special Master, to whom these petitions were

referred, recommended that the rents be paid over

to the mortgagees. Upon exceptions to the report,

District Court Judge James Alger Fee sustained the

exceptions and denied appellants' petitions for the

rents.

MOTION TO DI8MISS THE APPEAL

There is now pending appellee's motions to dis-

miss the appeals, based upon the ground, among
others, that this case is a "proceeding in bank-

ruptcy", and hence, leave to appeal must be granted

by this Court and not the District Court.



vs. LLOYD R. SMITH, et al. 5

In Re: Western Women's Club, 93 Fed. (2d) 189,

192 (9th Cir.), this Court held that an application for

rents such as in the case at bar is a "proceeding in

bankruptcy".

THE ASSIGNMENT OF ERRORS ARE INSUFFI-

CIENT TO PRESENT ANY QUESTION
FOR REVIEW.

Each appellant makes two assignments. One is

the converse of the other. The three pairs of assign-

ments are alike.

Analysis of assignments numbered 1 and 2 will

suffice to present all.

Assignment of Error No. 1, omitting immaterial

parts, is as follows:

"That the Court erred in sustaining the ex-

ceptions ... .to conclusions of law,

numbered 1 to 5, inclusive, of the Special Mas-
ter's Report .... wherein
the Master found that the net rentals and in-

come from the .... apartments .

in the hands of the trustee

should be held by the trustee for the benefit of

the Investors Syndicate . . . ."

The second assignment is clearly a statement of

the converse of the first assignment.

All that these assignments say, in effect, is that

the Court erred in holding that the trustee in bank-

ruptcy, and not the mortgagees, was entitled to the

rents from the mortgaged premises. They do not
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point out whether the error lies in (a) lack of any

evidence to support the Court's ruling, or (b) the

erroneous conception of the \siw, or (c) the errone-

ous application of legal principles to the facts in the

case, or (d) insufficiency of the findings to support

the ruling of the Court, or (e) any other erroneous

action.

Rule 11 of this Court provides:

"In equity cases the assignment shall state,

as particularly as may be, in v^hat the findings
or decree are alleged to be erroneous."

In American Surety Company v. Fischer Ware-

house Co., 88 Fed. (2d) 536, 539 (9th Cir.), (1937),

this Court said:

"It is not sufficient that appellant assert gen-

erally that the trial court made wrong findings

and reached wrong conclusions and then and
thereby invite this court to retry the cause vnth-

out indicating to us in such assignments in what
respect or for what reason the findings or con-

clusions are claimed to be in error."

"What was the erroneous basis used, or the

erroneous step made by the court which shows
his conclusion was v^ong? The court might
have erred in reaching his conclusion by con-

sidering testimony erroneously admitted; by er-

roneously excluding evidence ; by finding a fact

not supported by substantial evidence; by the

erroneous application of law; or by some other
erroneous action. But we consider alleged er-

rors, and if none are assigned, there are none to

consider."

In Krause vs. Snyder, 87 Fed. (2d) 723, 725 (8th

Cir.), the Court held:
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"The purpose of an assignment of error is

to point out to the appellate court what action
or ruling of the lower court is complained of,

and to indicate in what respect or for what
reason the action of the court is claimed to he
erroneous. The party complaining of the action

of the lower court 'must lay his finger upon the
point of objection and must stand or fall upon
the case he made in the court below'."

Assignments similar to those in the case at bar

were held insufficient by this court to present any

question for review in the following cases:

U. S. vs. Shingle, 91 Fed. (2d) 85 (9th Cir.).

Goldstein vs. United States, 73 Fed. (2d) 804.

United States vs. Alcorn, 80 Fed. (2d) 487-489.

Century Indemnity Co. vs. Nelson, 90 Fed.
(2d) 644-646.

O'Brien's Manual of Federal Appellate Pro-
cedure (1937), Pages 102-103.

SUMMARY OF APPELLEES' ARGUMENT

1. In Oregon a mortgage on real property is

merely a lien. It passes no title, estate or any right

whatsoever to the mortgagee until after foreclosure

and sale.

Oregon Code, Sec. 5-112.

Teal V. Walker, 111 U.S. 242.

Thomson v. Shirley, 69 Fed. 484 (Dist. of Ore.

Affirmed Couper v. Shirley, 75 Fed. 168

(9th Cir.).

McLennan v. Holbrook, 143 Ore. 458.

State ex rel. v. McDonald, 128 Ore. 684.

2. Prior to 1927 Amendment of Sec. 5-112, Oregon

Code, provisions in mortgages pledging rents or for
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appointment of a receiver were void and unenforci-

ble because against public policy. Mortgagor could

not be divested of rents prior to foreclosure and

sale, in any manner unless mortgagee obtained peace-

ful possession.

Oregon Code, Sec. 5-112.

Teal V. Walker, supra.

Thomson v. Shirley, supra.

Couper V. Shirley, supra.

State ex rel. v. McDonald, supra.

McKinney v. Nayberger, 138 Ore. 203.

3. In states like Oregon, mortgagees who have

not, prior to bankruptcy, entered into possession,

either by consent of the mortgagor or through the

appointment of a receiver in foreclosure proceedings,

cannot recover rents collected by a trustee in bank-

ruptcy who entered into possession of the mortgaged

premises and collected the rents. There can be no

substitute for actual possession in the manner pro-

vided by the Oregon law.

Re: Hotel St. James Co., 65 Fed. (2d) 82 (9th

Cir.).

Lincoln Savings Bank v. Realty Assoc. Sec.

Corp., 67 Fed. (2d) 895 (2nd Cir.).

Re: Humeston, 83 Fed. (2d) 187 (2nd Cir.).

Re: McGrory Stores Corp., 73 Fed. (2d) 270

(2nd Cir.).

Dallas Tr. & Sav. Bank v. Ledbetter, 36 Fed.

(2d) 221 (5th Cir.).

Wilcox V. Goess, 92 Fed. (2d) 8 (2nd Cir.).

Prudential Ins. Co. v. Liberdar Holding Corp.,

74 Fed. (2d) 50 (2nd Cir.).

Re: Berdick, 56 Fed. (2d) 288 (Dist. N.Y.).

Garber v. Barkers Mtg. Co., 27 Fed. (2d) 609.
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Bindseil v. Liberty Trust Co., 248 Fed. 112
(3rd Cir.).

Re: Brose, 254 Fed. 664 (2nd Cir.).

Alter V. Clark, 193 Fed. 153 (D.C.), Nev.
Goldman, Beckman & Co. v. Smith, 2 A.B.R.

104.

Annotation, 75 A.L.R. 1526.

Re: Clark Realty Co., 234 Fed. 576 (7th Cir.).

Re: Chase, 133 Fed. 79.

Re:Banner, 149Fed. 936.

Re: Hasie, 206 Fed. 789.

Re: Sweeney, 212 Fed. 1.

Re: Israelson, 230 Fed. 1000.

Alexander v. Smithe Mach. Co., 143 N.E. 321
(Mass.).

4. Investors Syndicate is not entitled to rents, in

any event, because all of its mortgages were made

prior to the Amendment (an expository proviso)

which has no retroactive effect.

McKinney v. Nayberger, supra.

Detroit Trust Co. v. Lipsitz, 249 N.W. 892
(Mich.).

American Trust Co. v. Michigan T. Co., 248
N.W. 829 (Mich.).

Freedman v. Massachusetts Life Ins. Co., 81

Fed. (2d) 698 (6th Cir.).

Union Guardian T. Co. v. Commercial Realty
Co., 251 N.W. 786 (Mich.).

5. Expository legislation cannot be given retro-

spective effect unless act so declares by clear and

positive command.

Libby v. Southern Pac. Co., 109 Ore. 449.

Seton V. Hoyt, 34 Ore. 266.

59 Corpus Juris 692, supported by 10 pages of

citation, including many Oregon cases.
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6. Void contracts cannot be vitalized by giving

retroactive effect to subsequent statutes.

Restatement of the law of Contracts, Vol. 2,

p. 1128.

Levds' Sutherland Statutory Construction,
Vol. 1, p. 19; Vol. 2, p. 635; Vol. 2, p. 1219.

Williston on Contracts, Sees. 1683, 1758.

Denny v. McCov^n, 34 Ore. 47.

Ferguson v. Kaboth, 43 Ore. 414.

Lanning v. Osborne, 82 Fed. 575 (C.C. Cal.,

Judge Ross).

7. A mortgage pledging future rents does not

create any lien in presenti but merely a contract for

a lien which can ripen into a lien only when the mort-

gagee has taken possession of the property (in a

manner recognized as sufficient by Oregon Law)

and has come into possession of the rents.

Re: McCrory Stores Corp., 73 Fed. (2d) 270.

First Joint Stock Land Bank v. Armstrong,
262 N.W. 815.

Lincoln Sav. Bank v. Realty Assoc. Sec. Corp,
supra.

Grether v. Nick, 55 A.L.R. 525-532 (Wis.).

Andrew v. Home Savings Bank, 246 N.W. 48.

Sims V. Jamison, 67 Fed. (2d) 409 (9th Cir.).

Flanagan Bank v. Graham, 42 Ore. 403.

Re: West, 128 Fed. 205 (Dist. of Ore.).

Re: Foster, 9 Fed. Cas., p. 523.

No. 4963, Aff'd Case No. 4982.

Women's Hospital v. 67th St. Realty Co., 95
A.L.R. 1031 (N.Y.).

Kooistra v. Gilford, 207 N.W. 399 (la.).

Burgess v. Lasby, 9 Pac. (2d) 164 (Mont.).
Southern Trust Co. v. First City Bank &

Trust Co., 82 S.W. (2nd) 205.

Alexander v. Smithe Machine Co., 143 N.E.
321 (Mass.).
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Norwood V. Romer, 183 N.E. 45 (Ohio).

Re: Pine Tree Lumber Co., 269 Fed. 515 (9th
Cir.).

Tolland Co. v. First St. Bank, 35 Pac. (2d) 867
(Cal.).

Annotations—A.L.R., Vol. 4, p. 1410; Vol. 91,

p. 1221.

8. Prior to perfection of a lien on rents in the

manner indicated above, the rents may be (a) appro-

priated by the o\^Tier to his own use; (b) assigned;

(c) seized on attachment or execution; (d) seized by

a junior mortgagee who first enters into possession

by procuring the appointment of a receiver.

Re: McCrory Stores Corp., supra.

Sullivan v. Rosson, 4 A.L.R. 1400 (N.Y.).

Lincoln Savings Bank v. Realty Assoc, supra.

First Joint Stock Land Bank v. Armstrong,
supra.

Bank of America v. Bank of Amador Co., 28

Pac. (2d) 86 (Cal.).

N.Y. Life Ins. Co. v. Fulton Dev. Corp., 271 N.
Y. Suppl. 563 (N.Y.).

Fisher v Norman Apt, Inc., 72 Pac. (2d) 1092

(Cal.).

Andrew v. Home Savings Bank, supra.

Alter V. Clark, supra.

Wilcox V. Goess, 92 Fed. (2d) 8 (2nd Cir.).

9. When the owner is adjudicated a bankrupt, the

legal title to the real property passes to the trustee

in bankruptcy who becomes the owner thereof, in-

cluding the right to the rents to the same extent as

a grantee if the mortgagee has not entered posses-

sion or procured the appointment of a receiver prior

to bankruptcy.
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Bankruptcy Act, Sec. 70a (11 U.S.C.A. 110a).

Annotation—A.L.R., Vol. 75, p. 1526.

Alter V. Clark, 193 Fed. 153.

Isaacs V. Hobbs, 282 U.S. 734.

Bindseil v. Liberty Tr. Co., 248 Fed. 112 (3rd

Cir.).

10. The Bankruptcy Act also puts the trustee in

the position of a creditor holding a lien by attach-

ment and cuts off the right of creditors to perfect

liens after the bankruptcy petition is filed, which, for

want of record or "for other reasons" were not valid

at the time of filing the petition. The Bankruptcy

Court has no power to perfect a lien by sequestra-

tion order or in any other manner which has not

become perfected prior to the filing of the petition.

Bankruptcy Act, Sec. 47a (2), (11 U.S.C.A.

75a (2)).
Bankruptcy Act, Sec. 67a (11 U.S.C.A. 107a).

Re: Van Rooy, 21 Fed. Suppl. 431 (Dist. Ct.

Ohio).

Re: West—128 Fed. 205 (D.C. Ore.).

Goldman Beckman & Co. v. Smith, supra.

Bindseil v. Liberty Tr. Co., supra.

McCrory Stores Corp., supra.

Re: Foster, supra.

Alexander v. Smithe Mach. Co., supra.

Annotation—75 A.L.R. 1526.

Meier & Frank Co. v. Sabin, 214 Fed. 231 (9th

Cir.).

11. Appellants' petitions (now under considera-

tion), seeking the rents in the possession of the trus-

tee, are equivalent to actions against the owner for

the recovery of rents collected by him prior to fore-

closure and sale, and it is well settled that an owner
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in possession cannot be sued for rents by a mortga-

gee out of possession. The mere fact that the claims

are being asserted in the Bankruptcy Court does not

change the legal effect of the proceeding.

Teal V. Walker, 111 U.S. 242.

Jones on Mortgages, Sec. 827 (8th ed.).

12. The order requiring the trustee to keep sepa-

rate accounts did not and could not constitute in

law a sequestration of the rents for the benefit of

the mortgagee because

(a) the order was merely for the mainte-
nance of separate accounts as to all properties,

encumbered or unencumbered; the appellants

are not designated therein by name or other-

wise, nor is there any language indicating that
it was made for their particular benefit.

Opinion by Judge Fee—Record, pp. 131-133.

(b) Sequestration could not be made, in any
event, after the filing of the petition in bank-
ruptcy because it would constitute the perfec-

tion of a lien in violation of Sec. 47a (2) and Sec.

67a of the Bankiniptcy Act.

Bankruptcy Act, Sec. 47a (2) (11 U.S.C.A.
75a (2)).

Bankruptcy Act, Sec. 67a (11 U.S.C.A. 107a.)

Re: Foster, supra.

Alexander v. Smithe Mach. Co., supra.
Re: Pine Tree Lumber Co., supra.

Bindseil v. Liberty Tr. Co., supra.

(c) Sequestration is a provisional remedy,
and the Banki-uptcy Court has no jurisdiction to

grant a provisional remedy in aid of a main pro-
ceeding pending in another tribunal.
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Opinion of Judge Fee—Record, pp. 127, 129,

130, 133, 134.

1 C. J. 945.

Pomeroy's Equity Juris., Vol. 5, p. 3.

(d) There can be no sequestration of future

rents. Only property or funds in actual exist-

ence may be sequestered.

Hagemann v. Pinska, 37 S.W. (2d) 463.

57 C. J. 174.

John Miller Co. v. Harvey Merc. Co., 165 N.W.
558.

13. Mortgagees cannot, in any event, assert a

claim to rents until establishment of actual defici-

ency, and deficency judgments entered after bank-

ruptcy has intervened are not conclusive on trustee

v^here mortgagee is purchaser at foreclosure sale.

Trustee has the right to shov7 that the value of the

property is sufficient to satisfy the mortgage debt.

Re: Cigar Stores Realty Holdings, Inc., 69
Fed. (2d) 823 (2nd Cir.).

Re: Benevolent & P. Order of Elks, 9 Fed.
Supp. 883 (D.C.N.Y.).

Re: Paramount Publix Corp., 85 Fed. (2d) 42
(2nd Cir.).

Annotation—105 A.L.R. 600, 106 A.L.R. 1121.

Re: Soltmann, 238 Fed. 241.

Re: McAusland, 235 Fed. 173, 179 (D.C.N.J.).
Re: Davis, 174 Fed. 556 (3rd Cir.).

Re: Dix, 176 Fed. 582 (D.C. Pa.).

Re: Barrett & Co., 27 Fed. (2d) 159 (D.C.

Ga.).

Re: Brady Foundry Co., 3 Fed. (2d) 437 (7th

Cir.).
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ARGUMENT

The Court below predicated its decision on the

basic proposition that under the Oregon law which

must be applied, a mortgagor retains title to the

real property, together with the right of possession

and the right to collect and appropriate the rents

to his own use; that a pledge of future rents does

not create a lien until after default and then only

when the mortgagee obtains peaceful possession or

commences a foreclosure proceeding and obtains the

appointment of a receiver therein who collects the

rents. The lien will then attach to such rents. There

can be no substitute for this method of acquiring

a lien; that appellants did not acquire such a lien

prior to commencement of the bankruptcy proceed-

ing; that the trustee in bankruptcy acquired all of

the title of the owner, the right to and the actual

possession, and the owner's right to collect, retain

and appropriate the rents, with the added protec-

tion of Sec. 47a (2) which placed him in the position

of a creditor holding a lien by attachment, and of

Sec. 67a which cut off the right to perfect liens

after the filing of the bankruptcy petition, and that

no sequestration of the rents was made in this case

in the bankruptcy proceeding for the benefit of the

mortgagees, nor could such sequestration be made

because

(a) it would be equivalent to creating a lien

in favor of the mortgagees in violation of

the aforesaid provisions of the Bankruptcy
Act; and
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(b) sequestration being a provisional remedy,
the Bankruptcy Court v^ould be without
jurisdiction to grant the same in aid of
foreclosure proceedings prosecuted in other
tribunals.

The opinion of Judge Fee is printed in full (R.

124 to 134).

It is a concise yet comprehensive discussion of

every phase of thei lav^ applicable to the case at bar.

His conclusions are fully supported by the authori-

ties he quotes and by the additional authorities re-

ferred to herein.

Appellants' attack upon this decision is due to the

(1) failure to recognize that in Oregon, as in

most jurisdictions, a pledge of future rents does not,

ipso facto, create a lien but can be ripened into a

lien only by obtaining peaceful possession of the

mortgaged property or by the appointment of a

receiver in foreclosure proceedings, and the collec-

tion of rents by such receiver;

(2) failure to recognize that a mortgage on real

property pledging rents and profits has, in reality,

tv^o phases:

(a) a lien upon the real property v^hich is ef-

fective at once, and

(b) a contract for a lien on future rents v^hich

can ripen into a lien only in the manner re-

ferred to above. It is similar to a chattel

mortgage on future crops or on after ac-

quired property;
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(3) failure to have in mind that upon the filing

of a petition in bankruptcy (if adjudication follows

thereafter) the title to the property vests in the

trustee as of the commencement of the proceeding,

with all the incidents of ownership; that the Bank-

ruptcy Act clothes the trustee as such owner with

the additional protection of a creditor holding a

lien by attachment, and that the right to perfect liens

after the filing of the petition is cut off. Hence, a

mortgagee (in states like Oregon) is prevented from

acquiring any lien upon the future rents after the

filing of the petition in bankruptcy if he has not per-

fected such a lien prior thereto in the manner recog-

nized as sufficient by the Oregon law;

(4) failure to recognize the distinction between

the estate acquired by a trustee in bankruptcy (who

has all of the rights referred to above) and a re-

ceiver appointed in an equity receivership who is

merely a custodian.

OREGON LAW

The law in Oregon is crystallized in Sec. 5-112

Oregon Code and in the following decisions.

Section 5-112, Oregon Code, provided:

"Mortgage not a conveyance—Foreclosure

—

Possession — Receivers. — A mortgage of real

property shall not be deemed a conveyance so as

to enable the owner of the mortgage to recover

possession of the real property without a fore-

closure and sale according to law;"
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The following portion was added by the 1927

amendment:

".
. . . provided, that nothing in this act con-

tained shall be construed as any limitation upon
the right of the owner of real property to mort-
gage or pledge the rents and profits thereof,

nor as prohibiting the mortgagee or pledgee of

such rents and profits, or any trustee under a
mortgage or trust deed from entering into pos-

session of any real property, other than farm
lands or the homestead of the mortgagor or his

successor in interest, for the purpose of operat-

ing the same and collecting the rents and profits

thereof for application in accordance with the

provisions of the mortgage or trust deed or
other instrument creating the lien, nor as any
limitation upon the power of a court of equity
to appoint a receiver to take charge of such
real property and collect such rents and profits

thereof."

This statute was construed and its meaning and

effect established in a great many cases, among them

the following:

Teal V. Walker, 111 U.S. 242.

Thomson v. Shirley, 69 Fed. 484 (D.C. Or.)

;

affd Couper v. Shirley, 75 Fed. 168 (9th

Cir.).

Savings & Loan Soc. v. Multnomah County,
169 U.S. 421.

State ex rel. Nayberger v. McDonald, 128 Or.

684, 695, 696—274 Pac. 1104 (Decided after
amendment)

.

McKinney v. Nayberger, 138 Or. 203-215—2
Pac. (2d) 1111—6 Pac. (2) 228-229 (Dec-
cided after amendment).

Schleef V. Purdy, 107 Or. 71-76.
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The applicable quotations from these decisions

will be found at Pages 1 to 5 of the appendix.

These cases establish that in Oregon the mort-

gagee is not entitled to the rents "until he takes pos-

session" by foreclosure and sale; that prior to 1927

possession could not be had prior to sale, by Receiver

or otherwise even though there was a stipulation

therefor in the mortgage because such stipulations

were deemed against public policy.

The amendment now permits a stipulation pledg-

ing rents and the taking of possession prior to sale

but this can be accomplished only by voluntary sur-

render or the appointment of a receiver in fore-

closure proceedings as provided by the statute.

There is in Oregon no substitute for this method of

obtaining possession.

THE PLEDGE OF RENTS DOES NOT CREATE
A LIEN. IT IS MERELY A CONTRACT FOR
A LIEN. IT DOES NOT BECOME A LIEN

UNTIL ACTUAL POSSESSION IS TAKEN
EITHER THROUGH VOLUNTARY SUR-

RENDER OR THROUGH A RECEIVER AP-

POINTED IN A FORECLOSURE PROCEED-
ING. THE LIEN ATTACHES ONLY TO THE
RENTS COLLECTED BY SUCH RECEIVER.

Wiltsie on Mortgage Foreclosure, 4th Ed., Vol.

1, Sec. 556, says

:
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"Sec. 556 until the martga-
gee takes possession of the premises or files a
bill for foreclosure and procures the appoint-
ment of a receiver, the mortgagor is *owner to

all the world', and is entitled to all the profits

made.

A mortgage may contain a specific provision
assigning the rents and profits of the mortgaged
premises as well as the land itself as security for
the indebtedness. Such a provision does not or-

dinarily entitle the holder of the mortgage to

specific rents and profits while the property is

in possession of the mortgagor or persons claim-

ing under him even though there has been a de-

fault. A provision pledging rents and profits, af-

ter default, merely entitles the mortgagee to re-

cover such rents and profits by taking possession

or by means of a receiver. Where a mortgage as-

signs rents and profits, upon a default, as a
further security, the holder of a senior mort-
gage, after a default, is not entitled to the rents

and profits collected by a receiver appointed in

a foreclosure suit brought by a junior mort-
gagee."

In Grether v. Nick, 55 A.L.R. 525-532 (Wis.), the

Court said:

"All of the authorities agree that a pledge
of rents and profits does not create any lien

upon the rents and profits until the mortgagee
acquires possession, and that all rents and
profits paid to the mortgagor prior to taking
possession by, or the appointment of, a receiver
belong to the mortgagor. All authorities agree
that a pledge of rents and profits vests in the
mortgagee a right thereto which equity vdll

recognize and enforce in a proper manner. As
already stated, the only way in which it can be
enforced in this state is by the appointment of a
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receiver under circumstances justifying such
procedure."

A clause pledging the rents is only "an inchoate

right" (A. B. C. Elev. Co. v. Bond & Mtg. Guar.

Corp, 278 N.Y. Suppl. 880)

:

"Though the rents were pledged ....
title to such rents, as they became due and were
collected, remained in the owner of record until

the pledge was made effective, and the owner of

the equity divested of title to the rents by ap-
pointment of a receiver or by assignment."
(Women's Hospital v. 67th St. Realty Co., 95
A.L.R. 1031-1034 (N.Y.).)

In Kooistra v. Gibford, 207 N.W. 399 (Iowa), the

Court said:

"The law is well settled in this state that a mort-
gagee has no lien upon the rents and profits aris-

ing from the mortgaged premises under a clause

merely pledging the same as security for the

debt, and without making the same a present
lien thereon until an action to foreclose the mort-
gage is commenced and the appointment of a
receiver requested." (Citing many cases.)

Such a provision in a mortgage

"does not operate as a present lien." (Hakes v.

North, 203 N.W. 238 (Iowa).)

Such a provision

"did not create a lien on the rents. ... It

only conferred a right upon the mortgagee to

impose a lien." (Burgess v. Lasby, 9 Pac. (2d)

164-167 (Mont.).)

It creates only "a potential lien" and

"limited the perfection of his inchoate right to
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the time when he shall invoke the aid of a court
of equity . . . and must be perfected . .

. . by asserting the right by some definite ac-

tion looking toward possession and subjection.

.... Until that is done, he does not acquire
a vested lien that will prevent a complete lien

imposed subsequent to his inchoate lien, from
becoming prior and paramount in effect."

(Southern Tr. Co. v. First City Bank, 82 S.W.
(2d) 205.)

Such a provision "operates only as contracts for a

lien" (Norwood 8av .Bank v. Romer, 183 N.E. 45

(Ohio).)

In 4 A.L.R. 1410, annotation, the author says:

"The great weight of authority as regards all of

these various forms of pledges is to the effect

that the mortgagee does not thereby acquire a
lien on the rents and profits, which prevents a
subsequent lien from acquiring priority in the

absence of some action on his part to reduce the

rents and profits to his possession."

Giving effect to the rule that a pledge of rents

does not create a present lien, the courts have given

priority to lien claimants who have first obtained

possession of the rents. Thus junior mortgagees

were held entitled to the rents as against senior mort-

gagees. (Sullivan v. Rosson, 4 A.L.R. 1400 (N.Y.)

;

Lincoln Sav. Bank v. Realty Assoc, 67 Fed. (2d) 895

(2nd Cir); First Joint Stock Land Bank v. Arm-

strong, 262 N.W. 815.)

Creditors who have attached rents were given

priority over antecedent mortgagees. (Fisher v.

Norman Apartments, 72 Pac. (2d) 1092.)
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Chattel mortgagees holding crop mortgages were

given priority over mortgagees claiming a lien upon

the land as well as crops. (Bank of America v. Bank,

28Pac. (2d) 86 (Cal).)

APPELLANTS' RIGHT TO PERFECT LIENS

UPON FUTURE RENTS WAS CUT OFF BY
THE INTERVENTION OF BANKRUPTCY.

When the bankruptcy petition was filed none of

the appellants were in possession of the mortgaged

premises; none of them (except Portland Trust and

Savings Bank) had commenced any foreclosure pro-

ceedings, and none of them had obtained the appoint-

ment of a receiver.

Section 47 (a) (2), (11 U.S.C.A., Sec. 75), pro-

vides:

"And such trustees, as to all property in the cus-

tody, or coming into the custody, of the bank-
ruptcy court shall be deemed vested with all the

rights, remedies and powers of a creditor hold-

ing a lien by legal or equitable proceedings
thereon. . . ."

Section 67 (a) (11 U.S.C.A., Sec. 107), provides:

"Claims which for want of record or for other

reasons would not have been vaHd liens as

against the claims of the creditors of the bank-
rupt shall not be liens against his estate."

In Isaacs v. Hobbs, 282 U.S. 734-737, the Court

held:

"Upon adjudication, title to the bankrupt's prop-

erty vests in the tiaistee with actual or construe-
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tive possession, and is placed in the custody of

the bankruptcy court. Mueller v. Nugent, 184

U.S. 114, the title and right to possession of all

property owned and possessed by the bankrupt
vests in the trustee as of the date of the filing

of the petition in bankruptcy "

The follov^ing authorities, construing the afore-

said provisions of the bankruptcy act, support the

proposition that after filing of a petition in bank-

ruptcy, liens cannot thereafter be perfected.

In Fairbanks Steam Shovel Co. v. Wills, 240 U.S.

642-649, the Court held:

"Appellant's title v^as not perfected, as

against the trustee in bankruptcy, by taking pos-

session of the dredge under the mortgage after

the filing of the petition in bankruptcy, and be-

fore the adjudication. Since the amendment of
Sec. 47a-2 of the Bankruptcy Act by the act of
June 25, 1910, trustees have the rights and reme-
dies of a lien creditor or a judgment creditor as

against an unrecorded transfer."

In Meier & Frank Co. v. Sabin, 214 Fed. 231-233

(9th Cir.), the Court held:

Under this provision of the statute (referring to

47a (2), Bankruptcy Act) .... An agree-
ment, therefore, which prior to this amendment
would have been valid between the parties, may
not be valid as against the trustee."

In re Van Rooy, 21 Fed. Supp. 431-432 (D.C.

Ohio), the trustee collected rents from the mort-

gaged premises. After the sale of the property, the

mortgagee petitioned the bankruptcy court "for an
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order to segregate the aforesaid rents thus collect-

ed". The mortgagee took no other action "to assert

its claim to the rents as distinguished from its

lien on the real estate". The mortgage contained

a provision giving the mortgagee, upon default, the

right of possession and to have a receiver appoint-

ed and to collect the rents and profits. The Court

held:

"This particular question is rather controlled

by the pro\'ision of section 47a of the act, as
amended, 11 U.S.C.A. 75(a).

(1) True, when the petition v^as filed and the

trustee took possession, the rents did not come
into his custody, but accrued later, and therefore

should properly be regarded as funds 'coming
into the custody of the bankruptcy court'. When
they reached such custody, they were immedi-
ately impressed with the foregoing lien (of at-

taching creditors).

(2, 3) Funds so collected by a trustee are sub-

ject to valid prior liens. Vincent v. Tafeen, 1

Cir., 40 F. (2d) 823. But, as noted above, in this

case the prior lien of the mortgagee had not been
made effective in the manner pro\ided in the

mortgage and was only inchoate. If the mortga-
gee desired to make this lien effective, it should
have brought foreclosure proceedings with the

court's consent, or, without doing this, obtained
from this court the appointment of a receiver

to collect these rents for its benefit or at least

it should have made some such attempt. Its

mere motion for an order requiring the trustee

to segregate or set apart the rentals was not
sufficient." (Cases.)

(Matter in parenthesis inserted.)
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This rule was applied in the following additional

cases, to-wit:

Re: Foster, 9 Fed. Cas., p. 523, Case No. 4963,

affd. 9 Fed. Cas., p. 572, Case No. 4982.

Alexander v. Smithe Machine Co., 143 N.E.
321—2 A.B.R. (N.S.) 500 (Mass.).

Goldman Beckman & Co. v. Smith, 2 A.B.R.
104-107.

Re: Bindseil v. Liberty Trust Co., 248 Fed. 112
(3rd Cir.).

Industrial Finance Corp. v. Cappelmann, 284
Fed. 8 (4th Cir.).

Under these authorities the appellants (mortga-

gees) were clearly precluded from perfecting a lien

upon the future rents, after the filing of the bank-

ruptcy petition, in any manner whatsoever, whether

by a receiver in a state court, sequestration, or

taking of possession. Any attempt to perfect a lien

would be a violation of Sees. 47 and 67 of the Act.

THE ORDER CONTAINING PROVISION TO

KEEP SEPARATE ACCOUNTS DID NOT
AND COULD NOT CONSTITUTE IN LAW A
SEQUESTRATION OF THE RENTS FOR
THE BENEFIT OF THE MORTGAGEES.

The order which appellees claim to be a sequestra-

tion is as follows:

"ORDERED that said trustee will keep sepa-
rate accounts of all moneys coming into his pos-

session from each of the several properties of

the debtor or its said affiliate, and that the trus-

tee's accounts shall be kept so that all income
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and revenues received and expense incurred in

the operation of each of such properties can at

all times be ascertained and segregated."

Appellants frequently repeat two serious errone-

ous assertions in discussing the effect of this order.

First, they say that the order directs the segregation

of "all moneys". The order does not direct the man-

ner in which any funds were to be maintained. It

gives directions as to accounting or bookkeeping

merely. Second, they erroneously say that the or-

der directed the keeping of separate accounts as to

the properties covered by appellants' mortgages,

leaving the implication that the order was made for

their special benefit. The order directs the mainte-

nance of separate accounts as to all properties of

the bankrupt, whether encumbered or unencum-

bered. There is not the least intimation that the ac-

counts were to be kept only as to the mortgaged

properties or that the accounts were to be kept only

as to properties covered by appellants' mortgages.

At the time the said order was made, the mortga-

gees had not, by petition or otherwise, requested any

sequestration of rents. The mortgagees had refused

to submit themselves to the jurisdiction of the Court,

and appeared specially.

The Court did not adopt the recommendation of

the Master that "in particular that separate ac-

counts be kept of the moneys received from the

operation of each of the properties covered by said

mortgage". (Word "said" erroneously used. Should

read "covered by a separate mortgage.)
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When Eakin was appointed trustee in place of

Twining, the order contained the same provision as

quoted above.

Appellants now contend that this order was a se-

questration for their benefit.

Judge Fee held (R., 131-133)

:

"The Court did direct therein that the accounts
of each parcel be kept separate but did not ex-

press any intention of giving any mortgagee an
interest therein. It was only sound bookkeeping.
Under these circumstances the mortgagees, hav-
ing taken no steps to protect their supposed
rights, could not prevail even under the decisions

above cited.

The Bankruptcy Court should not be required
to sequester rents in the hands of its trustee for

the benefit of adverse parties sueing the trus-

tee in alien tribunals."

There is no foundation whatsoever for the appel-

lants' contention that this order was a sequestration

for their benefit. The very fact that the Court re-

jected the Master's recommendation which made

some reference to mortgagees (generally—not these

appellants) and merely provided for the keeping of

separate accounts generally as to all properties

—

encumbered or unencumbered— demonstrates con-

clusively that the Court, in making that order,

sought to avoid the very consequence which appel-

lants now attach to the order.

Appellants did not treat this order as a seques-

tration for their benefit because the very petitions
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which the Court now has under consideration, filed

long after the said order was made, pray that the

rents be set apart for them (see prayer of petition-

ers, R. 25, 33, 52).

The order as made does not refer to the mort-

gag-ees. It contains no intimation that it was made

for the benefit of the mortgagees. It does not re-

quire that the "moneys" should be "segregated" or

set apart for the mortgagees, or that it should be

held for the mortgagees. The order was not limit-

ed to the properties covered by appellants' mort-

gages nor to mortgaged properties at all. It re-

quired separate accounts to be kept of all of the

many properties owned by the bankrupt, whether

encumbered or not.

The order does not deal with moneys at all. It

deals only with the subject of accounting or book-

keeping. It contemplates that the moneys collected

should be and remain a single general fund. It is the

bookkeeping system only that is dealt with.

We cannot presume that the Court intended to

make a void order. To construe the order as appel-

lants contend for would render it void because

(a) It would be equivalent to perfecting a lien

on the rents after bankrupty in violation

of the Bankruptcy Act;

(b) it would be equivalent to granting a pro-
visional remedy in aid of proceedings pend-
ing or to be prosecuted in other courts;

(c) there could be no substitute for the method
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provided by the Oregon law^ for obtaining

a lien on rents which contemplates actual

possession by the mortgagee or a receiver;

(d) sequestration can only be made of proper-

ty or funds in existence and not on future
rents.

Provisional remedies can only be granted in, and

in aid of, a proceeding pending in the court allov^-

ing the provisional remedy. We are not av^are of

any instance in v^hich a provisional remedy v^as

granted in aid of proceedings pending in other

courts or as independent relief.

In 1 Corpus Juris, 945, the rule is stated as fol-

lows:

"A provisional remedy is a collateral proceed-
ing, permitted only in connection with a regular
action, and as one of its incidents; one which is

provided for present need, or for the occasion,

that is, one adapted to meet a particular exig-

ency."

THE FEDERAL COURT DECISIONS IN BANK-
RUPTCY CASES CLEARLY SUPPORT

APPELLEES* POSITION.

The follovdng decisions were rendered in bank-

ruptcy proceedings and involved mortgages in states

where the law governing the relation between the

mortgagor and mortgagee is the same as it is in

Oregon:

In re: Hotel St. James Co., 65 Fed. (2d) 82-84 (9th

Cir.), the mortgage contained a provision authoriz-
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ing the mortgagee to enter and take possession, to

collect the rents and for the appointment of a re-

ceiver. The mortgagee did not take possession or

have a receiver appointed prior to bankruptcy. The

question as to the ownership of rents arose in the

same manner as in the case at bar, to-wit: by peti-

tion to the bankruptcy court for an order requiring

the trustee to turn over the rents. The Court sus-

tained the trustee's right to the rents.

In Dallas Trust & Savings Bank v. Ledbetter, 36

Fed. (2d) 221-222 (5th Cir.), the mortgage contained

a provision pledging the rents and profits. Foreclo-

sure proceedings were commenced prior to bank-

ruptcy but no receiver was appointed. Prior to the

date set for the sale, the owTier was adjudged a

bankrupt. The trustee thereafter collected rents,

and the mortgagee later made application to the

Bankruptcy Court therefor. The Court held:

"The general rules, that a mortgage is but
security for a debt, that, until it is foreclosed,

the title and possession remain in the mortga-
gor, and that the mortgagor is not liable for

rent while he remains in possession, prevail

in Texas. Willis v. Moore, 59 Tex. 628. . . .

It hardly need to be said that the trustee in bank-
ruptcy succeeded to the rights of the bankrupt.
There had been no foreclosure sale on the 1st

of April, w^hen under any view the rent became
due and payable."

Appellants attempt to distinguish this case by

pointing out that the "mortgagee did not apply to
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the bankruptcy court until after the rents accrued."

This was not the basis of the court's decision. It

was decided squarely upon the law of Texas which

adheres to the doctrine that a mortgage does not

entitle the mortgagee to rents and profits.

It is urged that the later decision of the Court

of Appeals of the Fifth Circuit in Flarida Bank vs.

U. S., 87 Fed. (2d) 896, adopted a different princi-

ple. That is not the case. In the Dallas case the

Court had under consideration a Texas mortgage,

which does not pass any title to the mortgagee,

whereas in the Florida Bank case the Court had i

under consideration a Florida deed of trust, and in

that State a deed of trust is distinguished from a

mortgage and is held to pass the legal title to the

grantee and vdth it the right of possession (Soulier

V.Miller, 15 Fla. 625).

Appellants' counsel overlook the proposition that

the various Courts of Appeal are not dealing with

problems of federal law. They deal in each case

vdth the law of the state in which the transaction

takes place, and consequently, in one Circuit there

may be, and indeed there are, cases in which the

law of states embraced in that Circuit differs ma-

terially.

Appellants' counsel do not fairly present the

facts in the Florida Bank case. In view of the dis-

tinction that is made in Florida between a mort-

gage and a trust deed, it was misleading to state

that the transaction was a mortgage. In that case
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the grantee under the trust deed was actually in

possession of the property at the time that the re-

organization proceedings were initiated. In the

Florida case the re-organization proceedings were

dismissed. They did not, as in the case at bar, en-

ter an order of liquidation. That is very important.

The dismissal of the re-organization proceedings

left the situation as though no proceeding were

ever initiated, whereas the entry of an order of

liquidation is an order of adjudication as of the

date of the initiation of the bankruptcy proceeding.

In re: McCrory Stores Corp., 73 Fed. (2d) 270-

271 (2nd Cir.), the Court held:

"But the appellants cannot prevail for an ad-

ditional reason. Before the lessors filed their

petition herein or had otherwise asserted any
claim to the accrued sub-rents, a petition in

bankruptcy had been filed by McCrory Stores

Corporation, an adjudication entered and a
trustee elected. The latter stood in the position

of a judgment creditor armed with an execu-
tion.

Under the decisions of the New York state

courts and of the federal courts, when applying
the New York law, it is w^ell settled that an as-

signee of future rents who has done nothing to

perfect his rights will not prevail over an exe-

cution creditor or trustee in bankruptcy. Sulli-

van V. Rosson, 223 N.Y. 217, 119 N.E. 405, 4 A.

L.R. 1400; In re: Brose (CCA.) 254 F. 664; In
re: Berdick (D.C) 56 F. (2d) 288.

But an agreement to create a lien is quite dif-

ferent from such an interest as a vendor's lien,

a resulting trust, or other vested equitable title.
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Shear Co. v. Currie (C.C.A.), 295 F. 841; In re:

Rosenberg (D.C.), 4 F. (2d) 581; First State
Bank of Amarillo v. Jones, 107 Tex. 623, 183 S.

W. 874."

The same rule was applied in the following addi-

tional Federal cases:

Re: Brose, 254 Fed. 664 (2d Cir.).

Re: Humeston, 83 Fed. (2d) 182 (2nd Cir.).

WiUcox V. Goess, 92 Fed. (2d) 8-12 (2nd Cir.).

Alter V. Clark, 192 Fed. 153-157 (D.C. Neb.).
Smith V. Schulte, 91 Fed. (2d) 732 (2nd Cir.).

Bindseil v. Liberty Trust Ca., 248 Fed. 112 (3rd
Cir.).

75 A.L.R. 1526, ann.

Re: Israelson, 230 Fed. 1000 (D.C. N.Y.).

Quotations from these cases will be found at

pages 15 to 20 of the Appendix.

DISCUSSION OF APPELLANTS'

AUTHORITIES

American Trust Company v. England, 84 Fed.

(2d) 352 (9th Cir.), is cited as authority for the

proposition that the mortgagee is entitled to the

rents from the time he makes demand therefor upon

the Trustee in Bankruptcy. That case does not sup-

port this proposition. The question was not present-

ed or passed upon by the Court and was not the

basis of its decision.

The case did not involve rents in the possession

of a trustee in bankruptcy of the owner. The rents

had been collected and were in the possession of the

trustee in bankruptcy of a third mortgagee who ob-
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tained peaceful possession with the "implied consent"

(as the Court found) of the owner. The first mort-

gagee petitioned the Court for an order sequestering

these rents for its benefit. Such an order was made

without objection from the third mortgagee or the

owner. Thereafter the property was surrendered to

the first mortgagee who petitioned "for the release

of the impounded funds". The owner intervened and,

for the first time, asserted a claim to the rents in the

possession of the third mortgagee.

Under these circumstances, the Court said:

"The demand of the appellant upon the trus-

tee (of the third mortgagee) for the sequestra-
tion of rents, and the Referee's order for the

sequestration, is the equivalent of the taking of

possession by the appellant (first mortgagee)
under its trust instrument." (Matter in paren-
theses inserted.)

In other words, the owner was asserting a claim

to rents collected by a mortgagee in possession, and

it is, of course, well settled that an owner cannot as-

sert a claim for rents as against a mortgagee in pos-

session until he has paid the mortgage debt.

There is nothing in the decision to indicate that

the Court would have made the same ruling if the

owner, or the trustee in bankruptcy of the owTier,

had been in possession and had collected the rents.

Under Sullivan v. Rosson, supra, and Lincoln Sav-

ings Bank v. Realty Associates, supra, the Court

would have awarded the rents to the trustee of the

third mortgagee if it had asserted a claim thereto



36 INVESTORS SYNDICATE, et ol.

as against the first mortgagee. The owner could

only support his claim to the rents on the strength

of his own title and not by the weakness of his ad-

versary, and since the owner was out of possession

and an actual sequestration of the rents had been

made in favor of the first mortgagee, without objec-

tion from the owner or the third mortgagee, the

Court properly awarded the rents to the first mort-

gagee.

In the case at bar, the trustee of the owner was

in possession of the property and of the rents, and

hence is in a position to assert a superior right there-

to as against the mortgagees.

The case of Duparquet v. Evans, 297 U.S. 216,

merely held that the appointment of a receiver in a

foreclosure proceeding does not constitute an act of

bankruptcy. The Court pointed out that the receiver-

ship referred to in 77-B was the kind that was gen-

erally known as an equity receivership.

When the Court said that "bankruptcy will not

override a valid mortgage lien", it referred to a

lien created and perfected prior to the filing of the

bankruptcy petition. It did not hold that contracts

for a lien could be perfected subsequent to the fil-

ing of a petition in bankruptcy.

When the court spoke of sequestration, it re-

ferred to sequestration, which would be a provision-

al remedy in the foreclosure proceeding and be, in

legal contemplation, as unequivocal as actual pos-

session by the mortgagee.
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Sequestration contemplates rents in existence,

and an effective impounding of such fund for the

benefit of the mortgagee. It seems to us there is no

such thing as sequestering moneys not in existence

and which may never come into existence.

In the case of Straton v. New, 283 U.S. 318, in

answer to a specific certified question, the Court

held only that bankruptcy will not invalidate existing

liens. The Court was careful to point out that when

a bankruptcy petition is filed

"liens cannot thereafter be obtained".

In the case at bar the mortgagees had no liens

on the future rents at the time the bankruptcy peti-

tion was filed. They had only agreements for liens to

become effective when the rents accrue and then only

(in the State of Oregon) by taking possession and

collecting the rents or by the appointment of a re-

ceiver in foreclosure proceedings.

In Continental Bank & Trust Company vs. Nine-

teenth and Walnut Streets Corp., 79 Fed. (2d) 284,

cited by the appellant, the Court dealt with a Penn-

sylvania mortgage which conveys to the mortgagee

the legal title and right of possession (Appendix,

p. 4). The mortgagee was in actual possession of the

property prior to the commencement of the reor-

ganization proceeding, not only by virtue of the law

which gave it the right to possession, but also by

virtue of a written consent. The Court said:

"Under the laws of Pennsylvania, the owner
of a defaulted mortgage,
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is entitled to take possession of the mortgaged
premises and collect the rents and profits ac-
cruing thereon

• •••••••
Moreover, in addition to the warrant of such
authorities, Continental (mortgagee) had the
v^ritten authorization of the mortgagor. . . ."

The cases referred to by that court (same as re-

lied on by appellants), v^ere decided in jurisdictions

v^here the mortgage passes the legal title to the

mortgagee and carries vdth it the right to posses-

sion and rents.

Re: Shelbume, Inc., 91 Fed. (2d) 190. The Court

dealt v^ith a New Jersey mortgage. In that jurisdic-

tion the mortgage passes the legal title to the mort-

gagee (Appendix, p. 3). In that case foreclosure

proceedings were commenced and a receiver ap-

pointed who took and retained possession two years

prior to the commencement of the reorganization

proceeding.

In re: Wakey, 50 Fed. (2d) 869 (7th Cir.), in-

volved an Illinois mortgage which passes title to the

mortgagee and makes him "virtual owner". (Appen-

dix, p. 2).

This Court has rejected and refused to follow

that case (Hotel St. James case), due, no doubt, to

the erroneous assumption which the Court of Ap-

peals of the 7th Circuit indulged in when it said

:

"Assuming as we do that the trustee in bank-
ruptcy occupies the same position as a receiver

appointed in a suit in equity, where no directions
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appear as to the disposition of the rents and
profits, there seems no escape from the conclu-
sion that payments out of such funds should be
made to the lien holders in the order of their

priority."

A trustee in bankruptcy does not occupy the

same position as a receiver in an equity suit. The

receiver is merely a custodian; he acquires no title

of any character, whereas the trustee in bankruptcy

becomes not only the owner of the title but has the

added superior right of a creditor holding a lien by

attachment.

Even that court recognized the principle that

the mortgage does not create a lien upon future

rents.

In re: Industrial Cold Storage & Ice Co., 163 Fed.

390, the question passed upon by the Court is not

involved in the case at bar. It is the same question

which was specifically reserved by the Court below

in this case and is excluded from consideration on

this appeal. It involved an application to have the

rents applied to the payment of taxes, etc., and not

an application to turn the rents over to the mortga-

gees.

The court was dealing with a Pennsylvania mort-

gage and for that reason held:

"That a lien creditor under conditions similar

to those now presented is in equity the real

owner of the land, and is therefore entitled to

have its rents, issues and profits applied to the

discharge of his lien."

This is not true in Oregon.



40 INVESTORS SYNDICATE, et cU.

Prudential Ins. Co. v. Liberdar Holding Co., 74

Fed. (2d) 50, 51, 52 (2nd Cir.), is cited for the propo-

sition that the mortgagees are entitled to the rents

merely by making application therefor to the Bank-

ruptcy Court. That case was an equity receivership

and not a bankruptcy case. The equity receiver had

no title or interest superior to that of the mortga-

gees for he V7as a custodian merely. Hence the mort-

gagee could perfect and assert his lien upon the rents

at any time. That is not true as against a trustee in

bankruptcy. The Court in that case clearly recog-

nized the superior right of the trustee in bankruptcy.

Said the Court:

"We recently said in Matter of McGrory
Stores Corporation, 73 F. (2d) 270, that 'an as-

signee of future rents (v^ho has done nothing
to perfect his rights) will not prevail over an
execution creditor or trustee in bankruptcy.
Sullivan v. Rosson, 223 N.Y. 217, 119 N.E. 405,

4 A.L.R. 1400; In re: Brose (C.C.A.), 254 F.

664; In re: Berdick (D.C.), 56 F. (2d) 288'. We
think this is true of any assignment of future
rents that is less than a transfer to the assignee

of outright ownership rather than of the rights

of a mere security holder (cases). In the case

at bar nothing was done by the creditor to ap-

propriate or even to make claim to any interest

in the rents until it filed its petition on Decem-
ber 15, 1933."

The court denied the mortgagees the rents col-

lected by the equity receiver between the time of

appointment and the time that the mortgagees made

application, but allowd the rents thereafter because

the equity receivership did not like the Bankruptcy
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Act cut off the right to perfect a lien.

In the case of Petition of Cox, 15 Fed. (2d) 764,

the decision of the District Court as well as of the

Circuit Court of Appeals was predicated solely on

the "applicable local law" of Massachusetts (p. 2

Appendix).

The trustee in bankruptcy never took or asserted

any claim to possession. The controversy was over

rents collected by the mortgagee in possession.

Appellants misconstrue the language employed

by the author of the Annotation in 75 A.L.R. 1526.

They seize upon the use of the phrase "up to the time

the mortgagee takes action" and conclude that any

application to the Bankruptcy Court for the rents

would suffice.

"Takes action" means "brings a bill to foreclose

or enter". (See full sentence from which phrase was

culled.)

The element common to all the cases cited by ap-

pellants is that in all of the states in which the mort-

gages were made, the mortgagee, by virtue of the

mortgage and the law of the state applicable there-

to, had the legal title, the immediate right of pos-

session, and the immediate right to the rents. The

mortgagor merely has a right of redemption. Hence,

when bankruptcy ensues, the only thing that passes

to the trustee in bankruptcy in those cases is the

equity of redemption and not the legal title or the

incidental right to the rents from the mortgaged
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property. Whereas, in states like Oregon, New
York, Texas, and others, the legal title and the in-

cidental right to the rents and possession remains

with the mortgagor, and which passes to the trustee

in bankruptcy. He becomes the owner thereof to the

same extent as a grantee under a deed, with the

added right conferred upon him by Sections 47a and

67a, etc., of the Bankruptcy Act which gives him the

rights of a creditor holding a lien by attachment and

the right to cut off the perfection of any liens which

"for other reason" were inoperative at the time of

bankruptcy.

MORTGAGEES ARE NOT IN ANY EVENT EN-

TITLED TO RENTS UNTIL AFTER THE AS-

CERTAINMENT OF A DEFICIENCY. A DE-

FICIENCY JUDGMENT ENTERED AFTER
BANKRUPTCY HAS INTERVENED IS NOT
UUJNCLUSIVE WHEKE MORTGAGEE IS

THE PURCHASER AT FORECLOSURE
SALE.

When the Special Master rendered his report,

there were no deficiency judgments in existence.

The applications for rents are not based upon any

ascertained deficiency.

Under these circumstances, the mortgagees are

not entitled, in any event, to the rents even assum-

ing, v^thout admitting, that they had valid liens on

the rents in question.
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In The Matter of Cigfar Stores Realty Holdings,

\ Inc., Bankrupt, 69 Fed. (2d) 823, (2nd Cir.), the

Court held:

"In any event, a condition precedent to the

right of the mortgagee to rents collected is proof
of a deficiency. Associated Co. v. Greenhut,
supra; Primeau v. Granfield (C.C., 184 F. 480).
There is none here."

It is well settled that a deficiency judgment ren-

dered after bankruptcy has intervened, is not conclu-

sive upon the actual existence of a deficiency where

the mortgagee is the purchaser at the foreclosure

sale, and the Bankruptcy Court may determine the

actual value of the mortgaged property for the pur-

pose of determining whether the value is sufficient

to satisfy the mortgage indebtedness.

Re: Benevolent & P. Order of Elks, 9 Fed.

Suppl. 883 (D.C.N.Y.).

Re: Paramount Publix Corp., 85 Fed. (2d)

42 (2nd Cir.).

Annotation—105 A.L.R. 600, 106 A.L.R. 1121.

Re: Soltmann, 238 Fed. 241.

Re: McAusland, 235 Fed. 173, 179 (D.C.N.J.).

Re: Davis, 174 Fed. 556 (3rd Cir.).

Re: Dix, 176 Fed. 582 (D.C. Pa.).

Re: Barrett & Co., 27 Fed. (2d) 159 (D.C.

Ga.).

Re: Brady Foundry Co., 3 Fed. (2d) 437 (7th

Cir.).
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RESPONSE TO ARGUMENT
PAGES 17 TO 19

Re: Demand far rents or order of seg^eg^ation.

Appellees do not question the proposition that

valid liens perfected prior to bankruptcy are pro-

tected by the Bankruptcy Act. We claim only that

a pledge of future rents is not a lien prior to ap-

pointment of a receiver in foreclosure proceedings

and that the right to create or perfect liens is cut off

by the Bankruptcy Act.

In the case at bar the mortgagees had the right

to invoke the jurisdiction of the Bankruptcy Court,

and have their mortgage lien enforced.

They could have petitioned

(a) for possession of the property and that the

trustee abandon the same ; or,

(b) that the Bankruptcy Court determine the

value of their securities and ascertain the

extent of any deficiency (57 (h) (11 U.S.

C.A. 93h)

;

(c) that the property be sold subject to their

liens

;

(d) that the property be sold free of lien and
to have their liens transferred to the pro-

ceeds, v^ith leave to bid the amount of their

mortgage liens upon such sale.

By prosecuting foreclosure proceedings in other

tribunals, appellants deprived the Bankruptcy Court

of jurisdiction to grant them any provisional reme-
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dy by sequestration, or otherwise.

Appellants ignore the distinction between the

lien upon the real property and the contract for a

lien on future rents by virtue of the provisions pledg-

ing the rents. The foiTner was valid and entitled to

protection in the Bankruptcy Court, but the latter

was not because it had not, prior to the filing of the

bankruptcy petition, ripened into a lien in the man-

ner required by the Oregon law, and hence, the prin-

ciples contended for are inapplicable in the case at

bar.

RESPONSE TO ARGUMENT
PAGES 19 TO 35

Re: Contention that mortgagee is entitled to

rents upon taking appropriate action in the

Bankruptcy Court.

What constitutes "appropriate action?"

That depends on the legal effect of a pledge of

rents according to the local applicable law. In states

like Pennsylvania, where the mortgage passes to

the mortgagee the title and rents, the trustee takes

title subject thereto; he gets only an equity of re-

demption, and an application to the Bankruptcy

Court for the rents may (?) be sufficient. But in

states like Oregon, New York, and others where the

pledge of rents does not create a lien until the mort-

gagee has taken possession or procured the appoint-

ment of a receiver, then the trustee acquires title
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which is not subject to lien on rents, and an applica-

tion therefor to the Bankruptcy Court would not en-

title the mortgagee to the rents and the right to per-

fect a lien would be cut off.

The cases cited by appellants do not support their

contention.

In Mortgage Loan Co. case the Court dealt with

a Missouri mortgage which passed to the mortgagee,

title, right of possession and rents (Appendix,

p. 3). Immediately upon the appointment of the

bankruptcy receiver, the mortgagee demanded that

the revenues be segregated for application on the

mortgage debt. The receiver promptly consented to

such segregation and application. Thereafter the

court granted the mortgagee leave to continue fore-

closure of its mortgage, and surrendered the pos-

session of the property to the mortgagee. After the

sale and the ascertainment of a deficiency, the mort-

gagee petitioned for the payment to it of the net

rents so segregated.

The property came to the receiver in bankruptcy

freighted (under the Missouri law) with a superior

right of mortgagee to possession and rents as ov^ni-

er thereof, and was followed by actual sequestration

in recognition of the superior right. It was because

of the legal status of a mortgagee in Missouri that

the Court held:

"The receiver confessedly took over the bank-
rupt's property subject to all the then valid

existing liens"
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which included, of course, the right of possession and

rents as owner.

In the case at bar the mortgage did not pass title,

right of possession, or rents to the mortgagee, and

there was no sequestration prior or after bank-

ruptcy.

In Re: Hotel St. James Co., cited by appellants,

this Court sustained the position of the trustee in

bankruptcy.

Appellants are in error when they assert (p. 20)

that this Court awarded the rents to the trustee in

bankrupty "solely for the reason that no applica-

tion for the rents and profits had been made by the

mortgagee until after all the rents had been collect-

ed and the property had been sold on foreclosure".

The case was decided on the authority of Re:

Brose (New York) because the applicable law of

California was the same as in New York. It gave

effect to the principle that the owner is entitled to

the rents until the pledge of rents ripens into a lien

by obtaining the appointment of a receiver.

The reference in that case to the failure to ob-

tain sequestration with the consent of the receiver

in possession, as in the Livingston case, was an

added reason for the decision.

In commenting on Mortgage Loan Co. v. Living-

ston, the Court did not say (as appellants assert, p.

21), that the mere application for the rents was the

controlling factor, but it was the application for and
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the actual sequestration to which "the receiver as-

sented", plus the fact that in Missouri the trustee

takes title subject to the mortgagee's right to the

rents, that was the controlling factor in the Liv-

ingston case.

Obviously this Court did not regard mere appli-

cation as the equivalent of sequestration. Had it

done so, it would have treated the application in the

St. James case as sufficient to warrant awarding

the rents to the mortgagee.

The case of American Trust Company v. Eng-

land, 84 Fed. (2d) 352, has already been discussed

(p. 34 this brief).

In the England and Livingston cases, the seques-

tration had become complete, binding and unassail-

able by reason of the acquiescence and consent of

the owner in each instance, prior to the time when

application was made to the Court for the surren-

der of the rents to the mortgagee. Not so in the case

at bar.

In order to make the England case analogous to

this case it is asserted (pp. 22-23) that the possession

by the trustee of the third mortgagee is the same as

the possession of the rents by a trustee of the owner.

This ignores the basic rights of an owner in posses-

sion. As against him neither first nor third mortga-

gees acquire any right to the rents prior to fore-

closure of sale, except in the manner provided by the

Oregon statute. An owner can, if he so chooses, sur-
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render possession to any mortgagee.

The owner in that case did not assert any claim

at "all stages". On the contrary, the Court found,

he did not assert any claim to the rents until after

(a) he had with "implied consent" surrendered pos-

session of the property to the third mortgagee, and

(b) the rents were, without objection of the third

mortgagee, sequestered for the benefit of the first

mortgagee.

In support of the contention that mere applica-

tion to the court will entitle the mortgagee to rents,

appellants quote from the England case as follows:

"The demand of the appellant upon the trus-

tee for the sequestration of rents and the ref-

eree's order for the sequestration, is the equiv-

alent of the taking of possession by the appel-

lant under its trust instrument. Mortgage Loan
Co. V. Livingston,"

The making of this order was not opposed by the

owTier. He could not have opposed it in any event

because he was not in possession, and had impliedly

consented to the third mortgagee's possession. The

court did not say that mere application would suf-

fice. It held that the demand for and the unchal-

lenged order of sequestration for the first mortga-

gee was equivalent to a transfer of possession from

the third to the first mortgagee.

There is a difference between an application to

turn over rents already sequestered (as in the Eng-

land and Livingston cases) and an application to
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turn over rents not theretofore sequestered (as in

the Hotel St. James case and case at bar). In the

former case the Court is confronted with an accom-

plished fact, to-wit: moneys held in trust for the

mortgagee for v^hose benefit it v^as sequestered. It

is no longer concerned with the question as to the

right of the mortgagee to obtain sequestration as

against an ovvmer or junior encumbrancer. But in

the latter case, the Court is confronted v^ith the pri-

mary question as to the relative legal rights of the

parties contending for such rents under the appli-

cable state law.

At page 26, appellants attempt to establish an

analogy between the Livingston case and the case at

bar by treating the order for maintenance of sepa-

rate accounts as a sequestration for their benefit.

We have already demonstrated that the order bears

no such construction (pages 26 to 30 this brief).

An application in the bankruptcy court for the

rents cannot, in any event, entitle the mortgagee

thereto under the law of Oregon applicable in this

case, because, as already demonstrated, the mortga-

gee's right to rents can only be perfected by obtain-

ing the appointment of a receiver in foreclosure pro-

ceedings and the collection of rents by such receiver.

This right was cut off by the intervention of bank-

ruptcy; hence, application to the Bankruptcy Court

for the rents collected by trustee in bankruptcy is a

futile proceeding.
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The case of B'ndseil v. Liberty Trust Co., 248 Fed.

112^ is not authority in this jurisdiction insofar as

it held mortgagee entitled to the rents, because

that case involved a Pennsylvania mortgage, which

passes the legal title, right of possession and rents to

the mortgagee (Appendix, p. 4).

In the Bindseil case the Court very clearly demon-

strated that the rule would be different in jurisdic-

tions like Oregon.

The Court said:

"The cases which hold against the allowance
to the mortgagee of rents arising out of mort-
gaged property after bankruptcy, are based up-
on the general rule of law, that a mortgage,
though in fonn a conveyance of land, is merely
a high security for the payment of a debt or the

performance of some other condition (cases),

and that, as between mortgagor and mortgagee,
the mortgagor retains the title and has the right

to all rents, issues and profits of the mortgaged
premises, so long as he is in possession. In con-

nection with this rule, consideration is given the
provision of the Bankruptcy Act, by which the
trustee in bankruptcy acquires the mortgagor's
possession of the mortgaged premises and suc-

ceeds to his title and rights. These cases hold in

effect that until the mortgagee has reduced the
mortgaged premises to his possession, or has at-

tached or sequestered the rents (which, general-

ly speaking, cannot be done after bankruptcy),
the possession of the trustee is that of the bank-
rupt mortgagor, and rents from the mortgaged
premises, w^hich, but for bankruptcy would be-

long to the mortgagor, after bankruptcy belong
to the trustee by virtue of his title and posses-

sion, and are therefore applicable to debts due
general creditors." (Cases.)
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In the Central Hanover Bank case, 99 Fed. (2d)

642 (3rd Cir.), the Court also dealt with a Pennsyl-

vania mortgage (trust deed), (Appendix, p. 4), and

for that reason held that when the 77B petition was

filed, the mortgagee was the "virtual owner".

In Florida Bank v. U. S., 87 Fed. (2d) 896 (5th

Cir.), the mortgagee was in possession at the time

of the filing of the re-organization proceeding. In

Florida, a trustee under a trust deed has title for all

purposes, together with all incidents of ownership

(Soulier v. Miller, 15 Fla. 625).

In Lincoln Bank v. Realty Associates, 67 Fed.

(2d) 895, the controversy over the rents was between

the first and second mortgagees, the trustee of the

owner making no claim thereto. The Court award-

ed the rents to the junior mortgagee on the author-

ity of Sullivan v. Rosson, because he first took pos-

session.

The principle of this line of cases is fatal to ap-

pellants' contention here, because it is based on the

proposition that a lien on future rents only comes

into existence upon taking actual possession of the

property.

RESPONSE TO ARGUMENT RE: MORTGA-
GEE'S RIGHTS UNDER SECTION 77b.

At pages 31 to 39, appellants urge that a re-

organization proceeding under 77b is the same as

an equity receivership for the purpose of bringing
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this case within the radius of the Liberdar case, 74

Fed. (2d) 50.

The case at bar originated with an involuntary-

petition in banki-uptcy. While this proceeding was

pending, the 77B proceeding was initiated, resulting

in an order of liquidation, which, under the act, be-

comes an order of adjudication. If the 77B proceed-

ing had been dismissed, adjudication would have fol-

lowed, in any event, upon the involuntary petition.

In reality appellants' contention is an attempt

to divorce section 77b from the rest of the Bank-

ruptcy Act or to expunge the portion of Subdivision

(c) (2) of that section which provides for the ap-

pointment of a trustee while the petition for reor-

ganization is pending and that

"every such trustee upon filing such bond, shall

have all the title and shall exercise, subject to

the control of the judge and consistently with
the pro\asions of this section, all the powers of

a trustee appointed pursuant to Section 44 of
this Act."

The character of "title" which passes to the trus-

tee is defined by section 70 of the Bankruptcy Act

(11 U.S.C.A. Sec. 110) which provides

"the trustee shall in turn be vested by
operation of law with the title of the bankrupt
as of the date he was adjudged a bankrupt."

The "powers" which he may exercise are, of

course, all of the powers conferred upon the trustee

by all of the provisions of the Bankruptcy Act, and
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those more particularly applicable to the case at

bar are respectively Section 47a (2) (11 U.S.C.A.

Sec. 75) which provides:

"Such trustees as to all property in the custody
or coming into the custody of the Bankruptcy
Court shall be deemed vested with all the rights,

remedies and powers of a creditor holding a lien

by legal or equitable proceedings thereon, and
also as to all property not in the custody of the
Bankruptcy Court, shall be deemed vested with
all the rights, remedies and powers of a judg-
ment creditor holding an execution duly re-

turned and satisfied."

and Section 67a (Title 11 U.S.C.A. Sec. 107a) which

provides

:

"Claims which for want of record or for any
reasons would not have been valid liens against

the claims of the creditors of the bankrupt shall

not be liens against his estate."

Section 77b (a) provides that in a reorganization

proceeding the Court

"shall have and may exercise all the powers, not
inconsistent with this section, which a federal

court would have had it appointed a receiver

in equity of the property of the debtor."

Subdivision k of 77B provides, among other

things, that upon the entry of an order of liquidation

"a trustee shall be appointed as provided in Sec-

tion 44. . . . Claims may be proved as pro-

vided by Section 57. . . . Dividends may be

declared as provided in Section 65", and

substantially, all other provisions of the Bankruptcy
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Act are made applicable thereby.

Subdivision 77B (o) provides:

"In proceedings under this section and con-
sistent with the provisions thereof, the jurisdic-

tion and powers of the court, the duties of the
debtor and the rights and liabilities of credi-

tors, and of all persons with respect to the
debtor and its property, shall be the same as if

a voluntary petition for adjudication had been
filed and a decree of adjudication had been en-
tered on the day when the debtor's petition or
answer was approved."

Giving effect to these provisions, the Supreme

Court of the United States in Callaghan v. R,F.C.,

297 U.S. 464, held that section 77B is "an integral

part" of the Bankruptcy Act and must be read in

connection with all other sections of the Bankruptcy

Act.

In Re: Fox Metropolitan Playhouses, Inc., 74 Fed.

(2d) 722 (2d Cir.), the Court held that when a 77B

proceeding is filed,

"Then for all purposes the bankrupt's estate is in

the same status as when a voluntary petition

is filed in the ordinary bankruptcy proceeding."

It is true that Sec. 77B confers upon the Bank-

ruptcy Court all the jurisdiction fonnerly exercised

in equity receiverships, but there was added there-

to the provisions of the Bankruptcy Act which place

the estate in status quo and cut off the right to af-

fect a change of position by perfecting liens and the

like. It also takes the title to the property out of

the debtor and places it in the trustee so that dur-
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ing the consideration of the reorganization plan, no

one could acquire rights that were not fixed at the

date of the filing of the petition. This was not true

under the equity receivership ; it did not prevent the

perfection of liens after the commencement of the

proceeding.

Justice Cardozo did not, in the Duparquet case,

even intimate that mortgagees are in the same posi-

tion in reorganization proceedings under 77B as

they occupied in the former equity receiverships.

He only decided that a receivership in foreclosure

proceedings was not an act of bankruptcy.

It is not true, as urged (page 37) that Sec. 77B

(insofar as it permits temporary restraining of foren

closure proceedings) imposes any greater hardship

on a mortgagee than did the Bankruptcy Act prior

to the adoption of 77B. The Bankruptcy Court could,

in its discretion, enjoin further prosecution of pend-

ing foreclosure proceedings or enjoin commence-

ment of any foreclosure proceedings (Isaacs v.

Hobbs, 282 U.S. 734). The power to restrain fore-

closure proceedings under 77B is likewise discre-

tionary.

In Continental Illinois National Bank & Trust

Co. V. Chicago, etc. Co., 294 U.S. 648, the Court

held that Congress had the power, under the consti-

tutional provisions relating to bankruptcy, to pro-

vide for delay in the prosecution of foreclosure pro-

ceedings, by injunction or otherwise and that such

provisions do not violate the Fifth Amendment to
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the United States Constitution.

The contention (page 37) that the debtor owned

practically no assets other than the mortgaged pre-

mises is without foundation. The debtor had a great

many properties (encumbered and unencumbered,

mortgages and personal property.

It is urged that "fairness and equity" require that

the rents should be surrendered to the mortgagees.

The factors creating these alleged equities are not

made apparent. What the mortgagees ask the Court

to do is to make non-applicable to them the provi-

sions of the Bankruptcy Act.

The extent to which "equitable principles" will

be employed in bankruptcy cases was clearly defined

by this Court in Re: Judith Gap Commercial Co., 5

Fed. (2d) 307-309 (9th Cir.). The Court there said

that:

". . . . though bankruptcy proceedings
are equitable in their nature and must be car-

ried on as such, nevertheless they are to be
administered in accord with the Bankruptcy
Act and general orders, and not by virtue of any
broad unlimited equity power" (cases).

In Smith v. Chase Nat. Bank, 84 Fed. (2d) 608,

615 (8th Cir.), the Court held:

"It (the court) has not, however, plenary juris-

diction in equity, but is confined, in the applica-

tion of the rules and principles of equity, to the

jurisdiction conferred upon it by the provisions

of the Bankruptcy Act (11 U.S.C.A., Sec. 1 et

seq.), reasonably interpreted" (cases).
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RESPONSE TO ARGUMENT THAT DENIAL OF
MORTGAGEES' CLAIM TO RENTS WILL

VIOLATE FIFTH AMENDMENT.

The entire argument (presented, pp. 39 to 43), is

predicated upon the erroneous assumption that the

mortgagees had existing liens on rents at the time

of the commencement of the bankruptcy proceed-

ings. They confuse the existing lien upon the land,

with the contract for a lien (covenant pledging fu-

ture rents), which did not and could not ripen into

a lien until mortgagees had either taken possession

or procured the appointment of a receiver who col-

lected the rents. The trustee in bankruptcy took title

subject to the lien on the land, but not subject to any

lien on future rents because there was no lien in

existence. The Bankruptcy Act only cut off the

right to perfect a lien thereafter.

In passing upon the various provisions of the

Bankruptcy Act, including the recent reorganiza-

tion acts, the Supreme Court of the United States

has made a clean-cut distinction between "property

and property rights" on the one hand, and "contract

rights" on the other, and has held definitely that im-

pairment of contract rights does not violate the

United States Constitution for the obvious reason

that there is no such prohibition in the United

States Constitution. When the Constitution of the

United States granted Congress the power to legis-

late with respect to bankruptcy, it necessarily car-
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ried with it the power to effect contract rights. Pro-

visions granting discharge, compelling creditors to

accept a composition upon the consent of 50% of

the creditors, substitution of a claim for three years*

rent for the contract right to recover for antici-

patory breach of a lease for the entire unexpired

term, are some of the instances in which the power

of Congress to impair contracts was recognized, and

the validity sustained.

In Hanover National Bank v. Moyses, 186 U.S.

181, it was held:

"The grant to Congress involves the power to

impair the obligation of contracts, and this the

states were forbidden to do."

In Kuehner v. Irving Trust Co., 299 U.S. 445, 57

S. Ct. 298 (lease case), the Court held:

"As pointed out in the case last cited there

is, as respects the exertion of the bankruptcy
power, a significant difference between a prop-
erty interest and a contract, since the Constitu-

tion does not forbid impairment of the obliga-

tion of the latter. The equitable distribution of

the bankrupt's assets, or the equitable adjust-

ment of creditors' claims in respect of those as-

sets, by way of reorganization, may therefore

be regulated by a banki-uptcy law which impairs

the obligation of the debtor's contracts. Indeed
every Banki-uptcy Act avowedly works such im-
pairment."

The same doctrine was announced and elaborat-

ed on in Wright v. Vinton Branch of Mountain Trust

Bank, 300 U.S. 440, and Continental Illinois Nat'l
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Bank & T. Co. v. Chicago, etc. Co., 294 U.S. 648.

It is well settled that all contracts are made sub-

ject to constitutional power to legislate on the sub-

ject of bankruptcy.

In Wright v. Union Central Life Ins. Co., 304 U.

S. 502, 516, the Court said

:

"The mortgage contract was made subject

to constitutional power in the Congress to legis-

late on the subject of bankruptcies. Impliedly,

this was written into the contract between pe-
titioner and respondent. 'Not only are existing

laws read into contracts in order to fix obliga-

tions as between the parties, but the reserva-
tion of essential attributes of sovereign power
is also read into contracts as a postulate of the
legal order'."

Appellants argue (page 40) that if the Bankrupt-

cy Act is construed so as to prevent the mortgagees

from obtaining the rents collected by the trustee in

bankruptcy, it would be unconstitutional under

Louisville Bank v. Radford, 295 U.S. 555.

In states like Pennsylvania the Bankruptcy Act

would not affect mortgagee's right to rents because

Jie is owner of the property and of the rents accru-

ing therefrom. This right is protected by the Act.

But in Oregon the mortgagee is not the owner of the

property or the rents. Hence the Bankruptcy Act

does not deprive him of anything. The Act merely

fixes the status quo.

In Remington on Bankruptcy, Vol. 1, Sec. 6, page

28, the author points out:



vs. LLOYD R. SMITH, et ol. 51

"Property that will pass to the trustee in one
State may not, because of diversity of laws,

pass in another State; as, for instance, unre-
corded conditional sales contracts are void as to

creditors in some States and the property cov-

ered by them passes to the trustee; in other
States they are not void and the same class of

property does not pass; yet the law operates
uniformly because the creditors still get all the
property they would have had had there been
no bankruptcy law." (Citing Hanover Nat'l

Bank v. Moyses, 186 U.S. 181, 22 S. Ct. Rep. 857).

The first Frazier-Lemke Act was not held in-

valid on the "sole" ground that it deprived the mort-

gagee of the right to collect the rents during the

pendency of the period of time provided for in the

Act. The Supreme Court, in passing upon the valid-

ity of the amended Frazier-Lemke Act in Wright v.

Vinton Branch of Mountain Trust Bank, 300 UJS.

440, 456, 57 S. Ct. 556, 559, said:

"The original Frazier-Lemke Act was there

held invalid solely on the ground that the bank-
ruptcy power of Congress, like its other great
powders, is subject to the F^fth Amendment ; and
that, as applied to mortgages given before its

enactment, the statute violated that Amend-
ment, since it effected a substantial impairment
of the mortgagee's security. The opinion enu-
merates five important substantive rights in

specific property which had been taken. It was
not held that the deprivation of any one of

these rights would have rendered the Act in-

valid, but that the effect of the statute in its

entirety was to deprive the mortgagee of his

property without due process of law."

The \\athhoIding of the right to collect the rents
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was only one of the five rights enumerated in the

Radford case. The Court held clearly that the with-

holding of that right alone would not render the act

invalid. It was the withholding of all of the five

rights that rendered the act invalid. The cumula-

tive effect was to deprive the mortgagee of the se-

curity itself.

In the case at bar appellants had no lien on rents

to be retained. They want the Court to perfect a lien

for them which they did not have when the bank-

ruptcy petition was filed.

RESPONSE TO APPELLANTS' APPLICATION

OF LEGAL PRINCIPLES TO FACTS OF THE
PRESENT CASE.

At pages 44 to 47, appellants attempt to apply

the law theretofore discussed to this case, but as-

sume facts not suported by the record.

1. The order for separate accounts was not a

sequestration for the benefit of these mortgagees.

2. Mortgagees did not participate in these bank-

ruptcy proceedings at the Master's hearing. They

appeared specially. They did not ask for and were

not granted any relief at that time, or at any time

thereafter, except the leave to foreclose their mort-

gages in other tribunals.

3. They did not assert claims to rents at the Mas-

ter's hearing held in August, 1934, or at the time

that Judge McNary made the order for the mainte-
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nance of separate accounts.

4. The Court did not require that separate ac-

counts be kept of receipts and expense as to mort-

gaged properties. The order was made to include

all properties, encumbered or unencumbered, which

clearly precludes the idea that this order was intend-

ed as a sequestration for the benefit of these parti-

cular mortgagees.

5. There was no sequestration for the mortga-

gees' benefit prior to bankruptcy.

6. There is no foundation in the record for ap-

pellants' statement (p. 46) that they appeared be-

fore the Special Master, asserted their rights as

mortgagees "and obtained an order that the rents

from each of the mortgaged properties be kept sepa-

rate and apart, etc." Neither the order of Judge

McNary nor the Master's recommendation was made

upon the motion of the mortgagees.

RE: CLAIM OF PORTLAND TRUST AND
SAVINGS BANK

As to the Bank appellant, Judge Fee held (R.

129):

"No distinction can be drawn in the case of

the mortgages held by the Portland Trust &
Savings Bank where foreclosure was commenced
in the state court prior to the filing of the in-

voluntaiy petition. The state court did not ap-

point a receiver in that case although petitioned

to do so. Instead it recognized the possession of

the Guaranty Trust Company and since it had
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jurisdiction of the cause and the parties gave a
direction to the Guaranty Trust Company in

personam to pay the rentals monthly as collect-

ed and less an allov^ance for expenses into court

for application upon the agreement. So far as
that direction v^as obeyed it constituted a valid

seizure of the rents. But the Court did not lay

its hands on the res or have possession of the
property through a receiver, or otherwise. The
possession of the realty by the Guaranty Trust
Company v^as expressly recognized. No lien was
thereby established upon rents subsequently ac-

cruing or paid. The court could only have en-

forced the order by contempt proceedings and
after the appointment of a trustee in this court
who took possession had no power over rents
accruing in the future or moneys in the hands
of the bankrupt."

The state court retained no supervision over the

operation, management, or control of the property;

it imposed no charge upon future rents; it did not

restrain or enjoin assignment of the rents or con-

veyance of the property pendente lite, and it was

not binding upon any successors of the owner,

whether he be grantee, trustee in bankruptcy, or an

intervening attaching creditor.

Under the Oregon law as we have demonstrated,

to perfect a lien upon rents, the mortgagee must have

unequivocal possession, either by consent of the own-

er or through a receiver who actually takes posses-

sion and collects the rents. The lien attaches to the

rents thus collected. The order made by the state

court did not give the mortgagee that character of

possession which was requisite to the perfection of
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the lien. The very fact that the bankruptcy trustee

was able to and did obtain peaceful possession nega-

tives possession in the mortgagee.

The case of Hitz v. Jenks, 123 U.S. 297, cited by

appellants, does not support the contention that the

state court order was the equivalent to prior pos-

session. The rents, which were the subject of con-

troversy, were collected by Keyser (representative

of mortgagee). He was in actual possession of the

property which was turned over to him by the own-

er. Part of the rents were collected by him while

he was in possession under the surrender, and part

while acting in the capacity of a receiver appointed

by the Court in that litigation. The Court dealt with

the two funds separately; first

"for rents received with the consent of Hitz"
(owner),

and second, with respect to

"rents received by Keyser under his appointment
as receiver by the decree of the Court and paid
by him into the registry of the Court."

In the case at bar the owner never parted with

possession, and there was no receiver prior to com-

mencement of the bankruptcy proceeding.

Capital is made out of the fact that some rent

was paid into the state court by the bankrupt after

the petition in bankruptcy was filed, and that two

month's rent, which was collected by Twining as re-

ceiver, was paid over to Mr. Kaste, the bankrupt's

attorney. This, together with other rentals collected
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by Kaste subsequent to the filing of the bankruptcy

petition was later turned over to the trustee in bank-

ruptcy upon order of the Court. The payment of a

few months' rental to the state court was on an ex

parte order taken by bankrupt's attorney. It was not

made upon notice to or consent of any trustee or re-

ceiver in bankruptcy. When the trustee did raise a

question in respect to the payment of such rentals,

the Court directed Mr. Kaste, who had been collect-

ing the rents, to surrender them to the trustee in

bankruptcy, which he did (R. 13).

It is well settled that no one can surrender prop-

erty over which the Bankruptcy Court has jurisdic-

tion. A trustee in bankruptcy cannot give away any

assets of the estate, and if he does so, the recipient

of such assets will acquire no title thereto. Isaac v.

Hobbs, 282 U.S. 734.

Pending the appointment of a trustee, if the

bankrupt remains in possession, he is, by operation

of law, the trustee of the title for the benefit of

the creditors (Johnson v. Colber, 222 U.S. 538).

Hence, neither the bankrupt nor its attorney had

any right to pay over any rents to the state court,

and those rents are recoverable by the trustee in

bankruptcy subsequently appointed.

Some capital is also made out of the fact that

the trustee purchased a certificate of deposit in the

Bank of California. This was not done pursuant to

any order of the Court ; it was without authority and

in violation of the Bankruptcy Act, which requires



V8, LLOYD R. SMITH, et ol. 67

all of the bankruptcy funds to be deposited in a

duly appointed and qualified depository. Upon this

unauthorized act, appellants' counsel assert that this

money was "impounded" in the Bank of California

for its benefit.

It goes without saying that the trustee could

not, of his own account, take funds which are the

property of the estate and impress it with a trust in

favor of someone else, for that would be the equiva-

lent of surrendering jurisdiction over the fund in

violation of the Bankruptcy Act (Isaacs v. Hobbs,

supra).

Appellants' counsel refer to this money repeat-

edly as the "trust fund".

There is no order of Court in the record author-

izing the creation of any trust fund, nor is there

any evidence of the existence of a "trust account"

at the Bank of California. The whole argument as

to the existence of a "trust fund" is imposed upon

an inadvertent use of the term by one of the writers

of this brief. It was an inaccurate reference to the

certificate of deposit.

Neither the Special Master nor the District

Judge treated this certificate of deposit as a trust

fund. The Master's findings of fact with respect to

the rentals from these two apartments is to be found

at page 87 of the record. He said

:

"Such net rentals and income for the period

subsequent to May 11, 1934, was collected by
said John W. Kaste and retained by him until
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after the appointment of C. W. Twining as trus-

tee in this proceeding. Thereafter said John
W. Kaste, upon the order of this court, paid
the accumulated net income and rental in his

hands to said C. W. Twining as trustee. From
that time on such net rentals and income have
been received by the trustee in this proceeding."

This was the finding upon which the Master made

the report and which was reviewed by Judge Fee

upon the exceptions to the report. It is obvious that

the unlawful purchase of the certificate of deposit

was not considered a factor in determining the ques-

tion here involved, either by the Master who held

in favor of this mortgagee, or by the District Judge

who held against it.

The case of Re: Burdick, 56 Fed. (2d) 288, cited

by the Bank, does not support the contention that

the state court order was equivalent to prior posses-

sion, because the owner had by written consent,

prior to bankruptcy, permitted mortgagee

"To go into possession of the premises and
in the same paper assigned to it the rents there-

after accruing "

The mortgagee also gave v^itten notice to the

tenants "that mortgagee was in possession".

The case did not involve any controversy as to

rents accruing after bankruptcy collected by the

trustee.

It is argued (p. 55) that sequestration is not a

technical conception. In Oregon the statute fixes

the method of perfecting a lien upon future rents.



vs. LLOYD R. SMITH, et ol. 69

We are not concerned with the question as to what

would constitute sequestration in other jurisdic-

tions.

In the two Kansas cases, Farmers Union v. Sulli-

van and Hall v. Goldsworthy, cited by appellants,

the controversy involved rents in the possession of

the mortg-agee. Here the controversy is over rents

in the possession of the trustee-owner.

In the Farmers Union case, the Court pointed

out:

"Here we have the owner or mortgagor join-

ing the mortgagee in making a stipulation with
the plaintiff agreeing to the payment of the

rent to the mortgagee as the agent of the court.

There is no need for a judicial pro-

ceeding when the mortgagor voluntarily con-

sents to the mortgagee's obtaining possession

of the rents even as an agent of the court."

In the Hall case the Court concluded by saying:

"In view, however, of the agreement made
between the parties (referring to the agreement
for possession after the foreclosure proceed-
ing was commnced), the court holds that the
rents in the hands of Glasgow should be paid
to the appellant (mortgagee)."

The Kansas court in the two cases cited distin-

guished those cases from cases similar to the one at

bar and cited numerous authorities supporting the

distinction.
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RESPONSE TO APPELLANTS' CONTENTION
"MORTGAGEES' REMEDY IN BANKRUPTCY
COURT NOT IMPAIRED BY STATE LAW".

Under this title it is argued that appellants would

have been entitled to appointment of a receiver prior

to bankruptcy.

This is v^hoUy irrelevant. The fact remains that

a receiver v^as not appointed; hence, the lien on fu-

ture rents w^as never perfected.

We take issue with the statement of appellants'

counsel (p. 59) that there is "admittedly" ample

ground for the appointment of a receiver if bank-

ruptcy had not intervened. None of the petitions

show (a) insolvency of the obligors or (b) insuffici-

ency of the security. The Investors Syndicate peti-

tions show value of security at that time was in ex-

cess of indebtedness (R. 49). A court of equity

would be without jurisdiction to appoint a receiver

because the mortgagee had an adequate remedy at

law.

We take issue v^th appellants' statement (p. 67)

that practically all of the cases they cite arose in

jurisdictions where the law governing mortgages

was the same as in Oregon. Every decision relied

on by appellants was based upon the law of a state

in which the mortgagee is the owner of the title, with

the incidental right of possession and rents. (See

summary of the laws in the various states involved

in the cases cited by appellants. Appendix, page 1).
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RESPONSE TO CONTENTION THAT 1927

AMENDMENT IS APPLICABLE TO MORT-

GAGES EXECUTED PRIOR TO ITS

ADOPTION

The 1927 amendment was not a "validating act"

or a "curative act". It was not enacted to validate

transactions deemed for technical reasons invalid

prior thereto.

The case of Gross v. U. S. Mortgage Co., 108 U.

S. 477, cited by appellants (p. 76) is a typical illus-

tration of a validating act. Prior to 1875, in Illinois,

a foreign corporation could not take mortgages on

real property. In 1875 an act was passed which pro-

vided:

"And any such corporation that may have in-

vested or lent money, as aforesaid, may have the
same rights and powers for the recovery there-

of ... as private persons, citizens of
this State."

This statute expressly made enforcible mortgages

made prior to its adoption.

The Amendment in the case at bar does not,

in terms, validate any prior transactions. We are

concerned, therefore, with the question

(a) does the language embrace mortgages made
prior to the enactment?

(b) If it does, is it invalid as an impairment of

vested rights?
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The title of the 1927 Act reads "To amend section 335

Oregon Laws relating to possession of mortgaged

real property".

In Michigan there was a statute of the same im-

port as 5-112 Oregon Code prior to the amendment.

In 1925 there was adopted a statute similar to the

amendment in the case at bar. The Michigan Su-

preme Court held several times that the amendment

did not apply to mortgages executed prior to its

adoption.

In Detroit Trust Co. v. Lipsitz, 249 N.W. 892

(Mich.), the Court said:

"Inasmuch as the mortgage was given prior

to the effective date of Act No. 228, Pub. Acts of

1925, the assignments of rents clause is not en-

forceable."

The same rule was applied in American Trust Co.

v. Michigan Trust Co., 248 N.W. 829; Union Guard-

ian Trust Co. V. Commercial Realty Co., 251 N.W.

786; Freedman v. Massachusetts Mut. Life Ins. Co.,

81 Fed. (2d) 698 (6th Cir.), (applying Michigan

law).

The Oregon Supreme Court had the matter be-

fore it in State ex rel. Nayberger v. McDonald, 128

Ore. 684. The trial court appointed a receiver after

the amendment upon a mortgage executed prior to

the amendment. It was contended there that the

amendment was applicable to mortgages executed

prior thereto. The Court held the appointment void

and quoted only the statute as it existed prior to
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the amendment. Believing that the Court had over-

looked the amendment, the matter was specifically

called to its attention by petition for rehearing. The

petition was denied without any opinion, and we

believe that it is a fair interpretation of the court's

ruling that it deemed the amendment to be inappli-

cable to mortgages executed prior to its adoption.

Thereafter the owner sued for damages sus-

tained by reason of the void receivership. It was

again urged that the 1927 amendment was applicable

to the mortgage, but the Court adhered to its former

decision and said (6 P. (2d) 228)

:

"We held that the order appointing a re-

ceiver and naming Guild was void because a re-

ceivership of that character was not author-
ized by section 32-702 Oregon Code 1930" (now
5-112).

Although the Court did not, in express language,

refer to the 1927 amendment, the effect of the de-

cision is to hold that the 1927 amendment was not

applicable to a mortgage executed prior to its adop-

tion.

In Libby v. Southern Pacific Co., 109 Ore. 449,

452, the Court held:

"The doctrine of the case is that no act will

be held to have a retrospective effect unless the
intention in that respect is clearly apparent in

the statute itself. On the contrary, if it is fair-

ly possible to restrain the operation of the stat-

ute so as to be prospective, that course will be
adopted by the courts." (Citing cases.)
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In Seton v. Hoyt, 34 Ore. 266, 279, the Court held:

" it is a general rule that a

statute was intended to operate prospectively
only, unless a purpose to give it a retrospective

force is declared by clear and positive command,
or is to be inferred by necessary and unavoid-
able implication from the language of the act,

taken in its appropriate signification, and con-

strued in connection v^ith the subject-matter
and the occasion of the enactment, admitting of

no reasonable doubt, but precluding all question

as to such intention." (Citing numerous cases.)

The rule of construction laid down in the fore-

going authorities are particularly applicable to ex-

pository laws for the reasons assigned in the fol-

lov^ng cases.

In Virginia Coupon Cases, 25 Fed. 647, the Court

said:

"So far as it undertook, in declaring the true

intent and meaning of a previous statute, to

give that meaning a retrospective operation, it

was nugatory. It is not competent for the legis-

lative department of government to declare the

meaning of previous statutes for such a pur-

pose. That is the province of the courts. If the

new statute declares the law to mean what the
courts declare it to mean, then it is useless. If

it undertake to give the law a meaning different

from that given by the courts, then it is void.

To declare what the law is or has been is a judi-

cial function. To declare what it shall be, is

legislative. Cooley, Const. Lim. 94."

In Richardson v. Fitzgerald, 109 N.W. 866, the

Court said:
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"Certainly the lawmakers had no purpose of
instructing this court with reference to the con-
struction of the original statute. As everyone

knows, it is the province of the legislature to

enact, of the judiciary to expound, and of the
executive to enforce, the laws, and any direction

by the legislature that the judicial function shall

be performed in a particular way is a plain vi-

olation of the Constitution Expository
legislation is so uniformly condemned by the
courts that v;e need cite no more than a few of

the numerous decisions with our approval of the
principle (cases). The legislature may say what
the law shall be, not what it is or has been, and
this it is very clear was its intention in enacting
the amendment. This disposes of appellant's

contention with respect to the curative effect of
the amendment."

See Lewis' Sutherland Statutory Construction.

Volume 2, page 635.

Judge Fee did not unqualifiedly hold that the

amendment was retroactive as asserted by appel-

lants (d. 70). He held that the amendment could be

held applicable to pre-existing mortgages only if it

was construed (R. p. 128) so that the proviso "did

not change the body of the statute which denies to

a mortgagee any remedy for obtaining possession of

the mortgaged premises; that the mortgagor may
still refuse possession, retain the rents and profits

and will not be liable therefor in accordance with

Teal v. Walker; that the law is unchanged that the

mortgagor still has the right of possession although

rents are pledged; and that such pledge "may be

enforced strictly in accordance with the statute"
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upon equitable principles "if full protection be given

to intervening rights".

"So construed", said Judge Fee, "the proviso is

valid since the agreement to assign the rents accru-

ing after default v^as not illegal w^hen made and

since the proviso grants remedies narrowly circum-

scribed."

When the trustee in bankruptcy became the ovm-

er and succeeded to the rights of a creditor holding a

lien by attachment under Sec. 47 and all right to

perfect liens v^as cut off by Sec. 67, the trustee ac-

quired vested rights to possession and rents until

foreclosure and sale.

CONCLUSION

The opinion rendered by Judge Fee is a clear,

concise, and accurate statement of the lav^ applicable

to the case at bar, and the order appealed from

should be affirmed.

Respectfully submitted,

S. J. BISCHOFF,
RALPH A. COAN,
Attorneys for Trustee and Pe-

titioning and Intervening

Creditors.

McCAMANT, THOMPSON,
KING & WOOD,
Attorneys for Trustee.



APPENDIX

Digest of the law of several states as to the re-

spective rights of mortgagor and mortga-

gee from Jones on Mortgages, 8th Ed., Vol.

1, Sections 18 to 66.

SECTION 19 (18).—ALABAMA
"In Alabama a mortgage passes to the mort-

gagee, as between him and the mortgagor, the

estate in the land. It confers something more
than a mere security for a debt: it confers a
title under which the mortgagee may take im-
mediate possession, unless it appears by express
stipulation, or necessary implication, that the

mortgagor may remain in possession until de-

fault. After the law day, the legal estate is ab-

solutely vested in the mortgagee, who may forth-

with maintain ejectment, and the mortgagor has
nothing left but an equity of redemption. A
conveyance by the mortgagee will pass the legal

title, though the debt be not assigned. Nothing
but payment, or a release of the mortgage, or a
reconveyance, can operate in a court of law to

revest the title in the mortgagor ; and it is ques-

tioned whether payment alone after the law
day is sufficient .... It is held that a

partial payment after default and after the law
day does not operate to divest the mortgagee's
title

After the legal title has vested in the mort-
gagee by reason of the condition being broken,
he may convey the premises to another, even
though not in possession. The mortgagor still

has an equity of redemption which the courts
of law will not notice, but which may be assert-

ed and protected in equity until duly foreclosed."
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SECTION 29—ILLINOIS

"While the mortgagor is the legal owner of
the mortgaged premises against all persons ex-
cept the mortgagee, the mortgagee, as against
the mortgagor, is held to be the owner of the
fee, and entitled to all the rights and remedies
which the law gives to such owner

Upon breach of the condition, the mortgagee
has the legal title, and may bring his action

without giving the party in possession any no-
tice to quit The mortgagee may
pursue all his remedies at the same time: he
may proceed against the debtor personally;

against the property by bill in chancery for a
strict foreclosure, or for a foreclosure and sale

;

or, when the debt is still due, by scire facias;

and, he may bring ejectment for the possession,

or make peaceable entry (many cases are

cited)."

8ECTI0N 37—MASSACHUSETTS.
"In Massachusetts the English characteris-

tics of a mortgage are retained. It confers upon
the mortgagee a legal estate and the right of
possession Hence it is that, as be-

tween mortgagor and mortgagee, the mortgage
is to be regarded as a conveyance in fee; be-

cause that construction best secures him in his

remedy and his ultimate right to the estate, and
to its incidents, the rents and profits.

As between the parties, the mortgage is re-

garded as a conveyance of the fee for the pro-
tection of the rights of the mortgagee, and en-

titles him to immediate possession
The mortgagee may, even before breach of con-
dition, maintain ejectment and oust the mort-
gagor."
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SECTION 41—MISSOURI
"In Missouri a mortgage is only a security

for a debt, and remains so even after a condi-

tion broken; but upon default in the payment
of the debt the mortgagee may maintain eject-

ment, because he is then in law regarded as the

owner of the estate; but the legal title vests in

him only for the purpose of protecting his debt.

By a mortgage, or a deed of trust in the nature

of a mortgage, the legal title, after condition

broken, passes to the mortgagee or trustee. The
addition of a power to sell, without judicial pro-

ceedings to foreclose, can not avoid the legal

effect of the grant. In the case of an absolute

deed intended as a mortgage, it is held that the

legal title is conveyed, and the grantor has only

an equity.

Where a mortgage debt is payable by instal-

ments, the condition is broken by nonpayment
of any one of them, and the mortgagee may
thereupon enter or bring ejectment

(citing many cases)."

SECTION 46—NEW JERSEY

"In New Jersey the nature of the mortgage
as a conveyance of an estate to the mortgagee
in fee simple, subject to be defeated by the per-

formance of the condition, remains as it was at

common law, vdth the modification that the

mortgagee can not enter immediately as at com-
mon law, but only upon breach of the condition."

In the footnote the author quotes from Woodside

V. Adams, 40 N.J.L. 417, 422, where the court says:

"The legal estate of the mortgagee, after

breach of condition, has all the incidents of com-
law-law title, for the purposes of an action of
ejectment." (Cite other N.J. caseiS showing
right of entry.)



4 APPENDIX

SECTION 51—OHIO
"In Ohio a mortgagee is regarded as holding

the legal title to the estate during the continu-
ance of the mortgage, After
condition broken, the legal title is in the mort-
gagee, and he may recover possession by an ac-

tion of ejectment."

SECTION 53—OREGON
"In Oregon a mortgage does not convey a

title, but only creates a lien. The mortgagee's
interest is of a personal nature, and the lien is

similar in effect to that created by an ordinary
judgment. By statute a mortgagor can not
against his will be divested of possession of the
mortgaged premises, even upon default, without
a foreclosure and sale. He retains the right of
possession and the legal title."

SECTION 54—PENNSYLVANIA
"In Pennsylvania a mortgage passes to the

mortgagee the title and right of possession to

hold till payment be made. He may enter at

pleasure, and take actual possession. His estate

is conditional, and ceases upon payment of the

debt; but until the condition is performed, both
his title and his right of possession are as sub-
stantial and real as though they were absolute.

As between the parties, the mortgage transmit
the legal title to the mortgagee, and leaves the

mortgagor only a right to redeem

It is well settled that a mortgagee or his assignee
may maintain ejectment and recover possession

of the mortgaged property before the condition

is broken, unless there be a stipulation in the in-

strument to the contrary. Tor some purposes
a mortgage is something more than a mere se-

curity for a debt. It is a pledge of a specific

property. It gives to the creditor the exception-

al remedy of ejectment."
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SECTION 59—TEXAS
"A mortgage is but a security, and the title

remains in the mortgagor, subject to be divest-

ed by foreclosure. In this respect a deed of

trust is held not to differ from a mortgage ; . .

. . . . The same rule applies to an absolute

deed given as security, And
since the mortgagor remains the real owner of

the land is entitled to the possession, after as

well as before breach of condition, the mortga-
gee can not dispossess him by an action of tres-

pass to try title."
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Quotations from authorities re Oregon Law,

Page 7 of this brief.

In Teal v. Walker, 111 U.S. 242-248, the Court

construed this statute and held:

"We believe that the rule is, without excep-
tion, that the mortgagee is not entitled to de-

' mand of the owner of the equity of redemption
the rents and profits of the mortgaged prem-
ises until he takes actual possession."

"Chancellor Kent states the modern doc-
trine in the following language: The mortga-
gor has a right to lease, sell, and in every re-

spect to deal with the mortgaged premises as

owner so long as he is permitted to remain in

possession, and so long as it is understood and
held that every person taking under him takes
subject to all the rights of the mortgagee, un-
impaired and unaffected. Nor is he liable for
rents ; and the mortgagee must recover the pos-

session by regular entry by suit before he can
treat the mortgagor, or the person holding un-
der him, as a trespasser'."

"The authorities cited show that, as the de-

fendant in error took no effectual steps to gain
possession of the mortgaged premises, he is not
entitled to the rents and profits while they were
occupied by the owner of the equity of redemp-
tion.

The case against the right of the defendant
in error to recover in this case the rents and
profits received by the owner of the equity of
redemption is strengthened bv section 323, c. 4.

tit. 1, Gen. Laws Or. 1843-1872 (now 5-112 Ore-
gon Code) which declares that 'a, mortgage of
real property shall not be deemed a conveyance
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SO as to enable the owner of the mortgage to

recover possession of the real property without
a foreclosure and sale according to law'. This
provision of the statute cuts up by the roots the

doctrine of Moss v. Gallimore, ubi supra, and
gives effect to the view of the American courts

of equity that a mortgage is a mere security for

a debt, and establishes absolutely the rule that

the mortgagee is not entitled to the rents and
profits until he gets possession under a decree

of foreclosure. For if a mortgage is not a con-

veyance, and the mortgagee is not entitled to

possession, his claim to the rents is without sup-

port. This is recognized by the supreme court
of Oregon as the effect of a mortgage in that

state.

The case of the defendant in error cannot be
aided by the stipulation .... that Goldsmith
and Teal would, upon default .... deliver

to Hewett, the trustee, the possession of the

mortgaged premises. That contract was con-

trary to the public policy of the state of Oregon,
as expressed in the statute just cited, and was
not binding on the mortgagor or his vendee,

and, although not expressly prohibited by law,

yet, like all contracts onposed to the public pol-

icy of the state, it cannot be enforced." (Bold-

face emphasis by writer.)

A petition to the Bankruptcy Court for rents col-

lected by the trustee (owner) is in all essential re-

spects the same as an action bv a mortgagee against

a mortgaf^or (ouTier) for rents collected by him. It

presents the identical question.

The bare circumstance that the claim must be

litif^ated in the Bankruptcy Court does not change

the contractual or legal rights of the parties. It is
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still a controversy over the rents between the mort-

gagee on the one hand and the owner of the fee in

possession on the other hand, and such controversy

must be determined by the legal status of the parties

as fixed by the law of the State of Oregon.

In Thomson v. Shirley, 69 Fed. 484 (District of

Oregon), aff'd Couper v. Shirley, 75 Fed. 168 (9th

Cir.), the mortgage contained a provision that in

case foreclosure proceedings were instituted, a re-

ceiver may be appointed to collect the rents and

profits and apply them on the mortgage. Fore-

closure proceedings were commenced, and a receiver

was appointed ex parte. The Court held:

"Under this statute (referring to 5-112 Ore.

Code prior to amendment) , the mortgagee is not
entitled to the rents and profits before actual

possession, even when the mortgagor covenants
in the mortgage to surrender the mortgaged
property on default in payment of the debt, and
nevertheless refuses to deliver it after default.

Teal V. Walker, 111 U.S. 242, 4 Sup. Ct. 420."

In Savings & Loan Soc. v. Multnomah County,

169 U.S. 421, the Court held:

"By the law of Oregon, indeed, as of some
other states of the Union, a mortgage of real

property does not convey the legal title to the

mortgagee, but creates only a lien or incum-
brance as security for the mortgage debt; and
the right of possession as well as the legal title,

remains in the mortgagor, both before and after

condition broken, until foreclosure." (Citing

cases.)
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In State ex rel. Nayberger v. John F. McDonald,

128 Ore. 684, 695, 696—274 Pac. 1104, decided after

amendment, the Court held:

"The statutes of this state provide, among
other matters, that a mortgage shall not be
deemed as a conveyance so as to enable the
owner or mortgagee to recover possession of
any real property without foreclosure and sale

according to law, and it has been repeatedly
held that the mortgagee has no right to cut off

the possession of the mortgagor to the mort-
gaged premises until such time as his title is

divested by a perfect foreclosure. This is law
everywhere where statutes similar to those of

this state are in force (cases)

So we are clearly convinced that neither the

complaint nor the affidavit of Guild were suffi-

cient to authorize the court to appoint a receiver,

and that the appointment was absolutely void."

In McKinney v. Nayberger, 138 Or. 203, 215—2

Pac. (2d) 1111—6 Pac. (2d) 228-229, decided after

amendment, the Court held:

"Our decision pointed out that the order for

the receivership disregarded the statutory limi-

tations upon the court's authority to appoint

a receiver . . . \

In State eK rel. Nayberger v. McDonald, 128

Or. 684 (274 P. 1104), we held that the order

appointing a receiver, and naming Guild, was
void because a receivership of that character

was not authorized bv section 32-702, Oregon
Code 1930 (now 5-112 Oregon Code).

Since we are of the opinion that the order au-

thorizing the receivership exceeded the express

limitations of our statutes authorizing such re-
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lief, we remain content with the conclusion
previously expressed that the order is subject to

collateral attack."

In Schleef v. Purdy, 107 Ore. 71, 76, the Court

quoted from Sellwood v. Gray, 11 Or. 534, 537, as

follows

:

"The mortgage works no change of ownership in

the property. It is still the property of the mort-
gagor, in law and in equity; is liable for his

dejbts ; may be sold under execution, conveyed or
devised; is subject to dower, or may be again
mortgaged, as any other estate in land. Nor do
any of the qualities or incidents of an estate in

land attach in the mortgagee; he has but a lien

upon the land as a security for repayment, and
which cannot operate to affect the possession of

the mortgagor without his consent, or to trans-

fer his estate in the land, except after default,

and by force of a judicial sale under a decree of

foreclosure."

I
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Quotation from additional cases in support of the

contention that mortgagee's right to perfect liens

upon further rents was cut off by the intervention

of bankruptcy. Page 26 of this brief.

In re Foster, 9 Fed. Cas., p. 523, Case No. 4963,

aff'd 9 Fed. Cas., p. 572, Case No. 4982, the trustee

in bankruptcy came into possession of mortgaged

premises and collected rents. Thereafter mortgagee,

who had foreclosed his mortgage, petitioned the

bankruptcy court for an order to turn over the rents

collected and for payment of taxes which the mort-

gagee had paid. The court held
;

"I do not at present see how any proceeding,

no matter when taken, can entitle a mortgagee
to collect the rents of mortgaged property,

which had passed into the possession of an as-

signee in bankruptcy before the rents became
due. An application by a mortgagee for the ap-

pointment of a receiver to collect, for his bene-

fit, rents of the mortgaged premises accruing
during the pendency of a foreclosure suit is not

based upon any absolute right.

It is, in legal effect, a proceeding to acquire

immediate possession of the mortgaged prem-
ises, and it may be defeated by the interv^ention

of superior equities, or by the collection of the

rents by the mortgagor. It is addressed to the

discretion of the court; when granted, the rents

secured thereby arise from the possession of

the property at the time the rent became due,

such possession being acquired by means of a

receiver.

But if some proceeding, intended to divert

the rents from the hands of the assignee, could
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avail when taken in time, it seems clear that
there remains no ground on which to base a
claim like the present, where a second mortga-
gee petitions to be paid rents which, before the
fiHng of his petition, had been collected by the
assignee in bankruptcy, as owner in possession
of the mortgaged property at the time they be-
came due. Moneys so collected by an assignee in

bankruptcy are assigned by the law to be distri-

buted equally among all the creditors, unless
shown to be subject to some prior specific lien."

In Alexander v. Smithe Machine Co., 143 N.E.

321-2 A.B.R. (N.S.) 500 (Mass.), a mortgagee at-

tempted to perfect a lien of a chattel mortgage,

which was invalid by reason of the failure to record,

by taking possession of the property after the filing

of the bankruptcy petition. The Supreme Court of

Massachusetts held:

"The defendant's title in mortgage could not
be perfected by his taking possession of the ma-
chines after the filing of the petition in bank-
ruptcy and before the adjudication, since by the

amendment of the Bankruptcy Act (the Act of

June 25, 1910)—

The trustees have the rights and remedies of

a lien creditor or a judgment creditor as

against an unrecorded transfer. The estate

was in custodia legis from the filing of the
petition, and the title of the trustee related

back to that date." (Citing cases.)

In Goldman, Beckman & Co. v. Smith, 2 A.B.R.

104-107 (opinion by referee), the claimant asserted

a landlord's statutory lien.

The property came into possession of the bank-

ruptcy court before the landlord took possession.
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The landlord asserted a priority claim under the stat-

utory lien, claiming that the possession taken by the

trustee put the property in custodia legis and that

such possession was for the benefit of the landlord

as well as the creditors. The Court held:

*'But it would violate the main purpose of the

Bankruptcy Law which is to distribute the prop-
erty of the bankrupt equally among his credi-

tors, to hold that the trustee represented lien

claims, or would or could do anything to perfect

or preserve a lien against his estate. Indeed, a
creditor claiming a lien can do nothing to per-

fect it after proceedings in bankruptcy are com-
menced. If the lien is not then perfect the credi-

tor is prevented from obtaining it. Morgan v.

Campbell, 22 Wallace, 381, sec. 67, Bankruptcy
Act."

In the Bindseil Case, 248 Fed. 112 (3rd Cir.), re-

lied on by appellants, the Court said

:

"These cases hold in effect that until the mort-
gagee has reduced the mortgaged premises to

his possession, or has attached or sequestered
the rents (which, generally speaking, cannot be
done after bankruptcy), the possession of the
trustee is that of the bankrupt mortgagor, and
rents from the mortgaged premises, which, but
for bankruptcy, would belong to the mortgagor,
after bankruptcy belong to the trustee by vir-

tue of his title and possession, and are therefore
applicable to debts due general creditors."

In Industrial Finance Corp. v. Cappelmann, 284

Fed. 8 (4th Cir.), 49 Am. B.R. 525-530, the Court held

:

"But there is no dissent from the view that
the holder of an unrecorded mortgage or simi-

lar instrument who has not taken possession
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before bankruptcy cannot recover the mort-
gaged property in the possession of the trustee,

even when the state statutes protect only sub-

sequent hen creditors, and not subsequent sim-

ple contract creditors, from an unrecorded in-

strument; for the reason that under the bank-
ruptcy statute from the filing of the petition

the trustee stands in the shoes of a subsequent
lien creditor without notice."
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Quotations from additional Federal decisions in

bankruptcy cases, page 30 of this brief.

In re: Hotel St. James Co., 65 Fed. (2d) 82-84 (9th

Cir.), the mortgage contained a provision authoriz-

ing the mortgagee to enter and take possession, to

collect the rents and for the appointment of a re-

ceiver. The mortgagee did not take possession or

have a receiver appointed prior to bankruptcy. The

question as to the ownership of rents arose in the

same manner as in the case at bar, to-wit: by peti-

tion to the bankruptcy court for an order requiring

the trustee to turn over the rents. The Court sus-

taining the trustee's right to the rents, said:

"In such circumstances the Second Circuit, In

re Brose, 254 F. 664, has held that the mortgagee
is not entitled to the money. After quoting . . .

from Freedman's Saving & Trust Co. v. Shep-
herd, 127 U.S. 494:

The general rule is that the mortgagee is not

entitled to the rents and profits of the mort-
gaged premises until he takes actual posses-

sesion, or until possession is taken, in his be-

half, by a receiver, . i

or until, in proper form, he demands and is

refused possession', the court continued:

This general rule the federal courts will fol-

low, except in cases where it appears that the

law of the state where the premises are situ-

ated applies a different rule.'

The court found that such was the rule in New
York. So it is in CaHfornia. 17 Cal. Jur. 288,

page 1013; Freeman v. Campbell, 109 Cal. 360,

42 P. 35 (1895); Simpson v. Ferguson, 112 Cal.
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180, 40 p. 104, 44 P. 484, 53 Am. gt. Rep. 201

(1896), and a trust deed in California gives no
greater right to possession, and thus rents, than
does a mortgage."

In re Brose, 254 Fed. 664-666 (2nd Cir.), the con-

troversy was between the trustee in bankruptcy of

the owner and the receiver in a mortgage foreclosure

proceeding instituted by a second mortgagee after

bankruptcy. The second mortgagee petitioned the

Bankruptcy Court for an order directing the bank-

ruptcy receiver to pay the rents collected by him to

the receiver in the foreclosure proceeding.

The Court held:

"There is no doubt what the general rule is

relating to clauses in a mortgage giving the

mortgagee the right to take the rents in terms
similar to those used in the mortgage herein in-

volved. It was stated by the Supreme Court in

Freedman's Saving Co. v. Shepherd, 127 U.S.

494, 502 (1888), when Mr.^ Justice Harlan, writ-

ing for the court, said, citing cases:

(Quotation in Hotel St. James case.)

The mortgage, the meaning of which is in-

volved here, is a New York mortgage, and if the

New York courts have determined its mean-
ing this court must give the same meaning to

its words which would be given to them by the

courts of that State

The difficulty has been to determine what
the law of that State upon the subject is.

That difficulty has now been cleared up by a
recent decision of the New York Court of Ap-
peals in the case of Sullivan v. Rosson, 223 N.Y.
217, which reversed the decision made by the



APPENDIX 17

Appellate Division to which reference has al-

ready been made, and upon which the district

judge relied.

• •••••••
The court in its opinion (referring to Sulli-

van V. Rosson), refers approvingly to the deci-

sion of the Supreme Court in Freedman's Case,
supra. The case clearly settles the law of New
York upon this subject, and establishes the prin-

ciple that such a clause in a New York mortgage
as is herein involved operates merely as a pledge
of the rents, to which the pledgee does not be-

come entitled until he asserts his right.

In view of that decision, this court holds that

the receiver in bankruptcy herein is entitled to

retain in his possession all rents due and col-

lected by him prior to the time when the re-

ceiver appointed in the foreclosure proceedings
acquired the right to possession of the prem-
ises by the entry of the order of his appoint-

ment on December 10, 1917."

In re: Humeston, 83 Fed. (2d) 187 (2nd C^'r.),

the ov^er of real property covered by a mortgage

was adjudicated a bankrupt. A trustee was appoint-

ed to collect rents. Thereafter the trustee filed his

account and gave notice of a hearing thereon. The

mortgagee appeared and petitioned the Court that

the rents collected be turned over to him. The

Court held:

"We held in Re Brose, 254 Fed. 664, that

when a mortgage contains an assignment of the

rents, its effect as between a trustee in bank-
ruptcy and a mortgagee depends upon the law
of the situs

We treated this as settled law in Re:
Brose, supra, in Re McCrory Stores Corpora-
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tion, 73 F. (2d) 270, and in Prudential Ins. Co.
V. Liberdar Holding Corporation, 74 F. (2d) 50,

and we are not disposed to reopen the question.

Obviously the mortgagee's position is worse
when the mortgage does not assign the rents."

In Willcox V. Goess, 92 Fed. (2d) 8, 12 (2nd Cir.),

the Court held:

" it is well settled in New York that a
mortgagor may collect the rents—even when as

here the mortgage assigns it—until the mort-
gagee has taken possession or got a receiver.

(Sullivan v. Rosson, 223 N.Y. 217, 119 N.E. 405,

4 A.L.R. 1400; In re: Prudence Co., 88 F. (2d)

420 (CCA. 2)."

In Alter v. Clark, 193 Fed. Rep. 153, 157 (D'st.

Ct., Nevada), the Court held:

"So long as Blaisdell and Wallace remained in

possession of the property, they were entitled

to apply its rents, issues, and profits to their

own use. Their contract was to pay interest, not
rent. When the trustee in bankruptcy took pos-

session of the property, he took it 'with the

title of the bankrupt', and with the same right

to retain the rents prior to foreclosure, which
the bankrupt had while they remained in pos-

session. 1 Jones on Mortgages, Sees. 670, 771;

Teal V. Walker, 111 U.S. 242, 4 Sup. Ct. 420, 23
K ed. 415."

In Smith v. D. A. Schulte, Inc., 91 Fed. (2d) 732

(2nd Cir.), the Court held:

"The lessor, Schulco Company, Inc., mort-
gaged some of the parcels of land in question to

the Central Hanover Bank & Trust Company,
together 'with the right to receive all rents due
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or to become due thereunder'. The debtor argues
that this passed title to the rents out of the
lessor. That is plainly untrue; the transfer was
nothing more than a mortgage of future rents,

and it is well settled in New York that until

the mortgagee gets a foreclosure receiver, or
the equivalent, the rents belong to the mortga-
gor." (Citing many cases.)

In 75 A.L.R. 1526, the Court will find an exten-

sive annotation dealing with the precise question

here involved under the title.

"Rights in respect of the rents and profits as

between mortgagee and trustee in bank-

ruptcy of mortgagor."

The annotator says:

"A conflict exists on the question here consid-

ered. By the weight of authority it is held that

the mortgagor is entitled to rents and profits

accruing up to the time the mortgagee enters,

or brings a bill to foreclose or enter, and that

this right inheres in the mortgagor's trustee in

bankruptcy, and that the latter, up to the time
the mortgagee takes action, takes the rents and
profits for the benefit of the bankrupt's credi-

tors."

In re: Israelson, 230 Fed. 1000 (U.S.D.C, N.Y.),

the mortgage pledged the rents and provided for

receivership on default. Suit to foreclose a mortgage

was commenced in the State court after bankruptcy.

A receiver was appointed in the foreclosure proceed-

ing. He petitioned the court for an order requiring

the trustee in bankruptcy to turn over rents collected

by him.
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The court held that the trustee in bankruptcy

was entitled to the rents, and that,

"The language used (referring to pledge of rents)

relates only to the rents after the entry and tak-

ing possession of the mortgaged premises."

II
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Additional Authorities in support of appellees' con-

tention that a pledge of rents does not create a

lien until mortgagee obtains appointment of a

receiver who collects rents.

In Carlon v. Ruddle Properties, 38 Pac. (2d) 149

(CaL), a second mortgagee commenced foreclosure

proceedings and obtained the appointment of a re-

ceiver v^^ho collected rents. The first mortgagee was

made a party defendant who appeared and set up

the priority of its mortgage, but did not seek to have

the receivership extended for its benefit. Thereafter

the first mortgagee commenced a separate fore-

closure proceeding and prosecuted the same to fore-

closure and sale, which resulted in a large defici-

ency judgment. The first mortgagee then applied

to the Court that appointed the receiver for the rents

in his possession. The Supreme Court of California

held:

"Later, in section 582 of the same volume,
(Wiltsie, Mort. Foreclosure), pp. 753, 754, the

author, citing Longdock Mills & Elev. Co. v. Al-

pen, 82 N. J. Eq. 190, 88 A. 623, says: If a re-

ceiver, pending a foreclosure action by a subse-

quent mortgagee, is appointed on his motion,
and for his benefit, such an appointment enures
to his benefit only; and where no other lienhold-

er asked to have the receivership extended to

his lien, the rents and profits should be applied

to the discharge of his debt only. A junior mort-
gagee, obtaining the appointment of a receiver

thereby acquires a specific lien on the rents col-

lected bv the receiver and is entitled to them as
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against a prior mortgagee who made no appli-

cation for the appointment of a receiver. The
junior mortgagee is entitled to the rents collect-

ed, even though the prior mortgage contains a
provision assigning the rents as further secur-

ity upon default. The first mortgagee cannot
have a deficiency judgment in his favor satis-

fied out of the funds collected by the receiver

appointed at the instance of the second mortga-
gee.'

Again the author, in the same volume, sec-

tion 622, page 795, quotes with approval the fol-

lowing from the case of Post v. Dorr, 4 Edw. Ch.

(N.Y.) 412, 414: It was held "to be an estab-

lished rule, that a second or third mortgagee
who succeeds in getting a receiver appointed,

becomes thereby entitled to the rents collected

during the appointment, although a prior mort-
gagee steps in and obtains a receivership in his

behalf and fails to obtain enough out of the

property to pay his debt. This is on the principle

that a mortgagee acquires a specific lien upon
the rents by the appointment of a receiver of

them ; and if he be a second or third incumbran-
cer, the court will give him the benefit of his su-

perior diligence over his senior, in respect to the

rents which accrued during the time that the

elder mortgagee took no measure to have the

receivership extended to his suit and for his

benefit".'

Had no receivership been applied for, said

rents, issues, and profits from the property
would have inured to the benefit of the mortga-
gor and been wholly lost to both mortgagees. We
therefore conclude that the petitioner has a spe-

cial lien upon these funds, subject to the rights

of the mortgagor, and respondent mortgagee is

without any rights therein. These funds are the
res or subject-matter of the foreclosure action
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instituted by petitioner. Although, by a fore-

closure of the senior mortgage, the property it-

self has been taken from under petitioner's lien,

still said funds remain yet to be disposed of by a
plenary judgment in the action, and respondent
bank is without interest of any kind therein or
in the judgment that may follow in the case."

In Long V. W. P. Devereaux Co., 286 Pac. 402, 404,

405, the Court held:

"(2) The mortgage in question here did not
create a lien on the rents and profits, but simply
conferred a right upon the mortgagee to impose
a lien as additional security for the payment
of the mortgage debt. Morton v. Union Central
Life Ins. Co., 80 Mont. 593, 261 P. 278; Wells-

Dickey Co. V. Embody, supra

(7) The prevailing rule is that if a mortga-
gee desires to avail himself of the right to rents

and profit pledged by a mortgage upon real es-

tate without the right of immediate possession of

the land, he must claim them by invoking the

aid of a court of equity for the appointment of

a receiver to take possession of the rents and
profits." (Citing a great many cases.)

In 95 A.L.R., p. 1053, the Annotator says:

"It must be borne in mind, in connection with

rents and profits of mortgaged land, that they

are not a part of the land but only incidental

thereto, and their impounding is not generally

regarded as a matter of absolute right, but

rather as a matter of remedy, to be resorted to

only in aid of the ordinary remedy of foreclo-

sure and sale. Under this view, the fact that one

mortgage is senior or superior to another is not

a predominant consideration ; the important ele-

ment is the invoking of the aid of the court to

get at the profits of the land for the preserva-
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tion of the mortgage security. Hence, it is ar-

gued that the mortgagee who first invokes the
aid of the court in this respect obtains a superior
right in the rents and profits thereby impound-
ed, regardless of the seniority of his lien, at least

until such time as the other mortgagee inter-

venes or commences a separate suit or otherwise
asserts the superiority of his lien.

This line of reasoning has found expression
in several well-considered statements."

In Sims vs. Jamison, 67 Fed. (2d) 409 (9th Cir.),

(Appeal from an order made by Judge Fee) the

Court dealt with a mortgage on crops to be grown

in the future. The Court held:

"The rule applicable in the state of Oregon
to a chatel mortgage upon crops to be grown in

the future is stated as follows in U. S. Nat. Bank
V. Wright, 131 Or. 518, 520, 283 P. 1, as follows:

It is well settled that a chattel mortgage
on crops to be thereafter sown and raised on
the land of the mortgagor constitutes no lien

on the land and will attach only to such inter-

est as the mortgagor has in the crops when
they come into being. Jones on Chattel Mort-
gages (5th ed.), Sec. 143a; Bouton v. Hag-
gart, 6 Dak. 32, 50 N.W. 197; McMaster v.

Emerson et al., 109 Iowa 284, 80 N.W. 389;

Simmons v. Anderson, 44 Minn. 487, 47 N.W.
52; Collins v. Brown, 19 Idaho 360, 114 P. 671;

Snerly v. Stacev et al., 174 Ark. 978, 298 S.

W. 213, 214.'

See, also, Flanagan Bank v. Graham, 42 Or.

403, 71 P. 137, 790."

In Re: West, 128 Fed. 205 (D.C. Oregon). Several

months prior to adjudication, the bankrupt assigned
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future wages to secure a loan. The assignee claimed

a lien on the wages subsequently earned. Judge Bel-

linger held

:

"The theory of a lien upon the earnings of

future labor is not that it attaches to such earn-

ings from the moment of contract of pledge or

assignment, but from the moment of their exist-

ence. It is needless to say that there can be no
lien upon what does not exist If fu-

ture earnings in such a case can be said to have
a potential existence, they are the subject of an
agreement for a lien; but the lien, or the so-

called equitable interest, does not attach until

the wages come into existence, and until the lien

does attach there is no lien.

In First Joint Stock Land Bank of Chicago v.

Armstrong, 262 N.W. 815, 816, the Court held:

"It is well settled in this state by a long line of

cases that a pledge of rents and profits remote
from the granting clause does not, in itself, cre-

ate any lien upon such rents and profits.

(Cases.) It is equally well settled that such a
clause does become effective and creates a chat-

tel mortgage lien when the payments on the

mortgage are in default and action is brought
to foreclose and for the appointment of a re-

ceiver. (Cases.) It follows that where there

are two mortgages covering the same property
and containing such a clause, the one which first

starts action to foreclose obtains the first lien.**

In Bank of America v. Bank of Amador Co., 28

Pac. (2d) 86 (Cal.), a controversy between the hold-

er of the real estate mortgage, including the crops,

and the holder of subsequent chattel mortgage on

the crops, the Court held:
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"(6) In Casey v. Doherty, 116 Cal. App. 42,

2 P. (2d) 495, the rule is stated, supported by au-
thorities cited, that 'a mortgagee not in posses-

sion is not entitled to the rents, issues and profits

of the premises where the mortgagor has re-

mained in possession of the mortgaged premises'.

The fact that the rents, issues^ and profits of

the mortgaged property 'are expressly pledged
for the security of the mortgage debt, with the

right in the mortgagee to take possession upon
default, the mortgagee is not entitled to the rents

and profits until he takes actual possession, or
until possession is taken in his behalf by a re-

ceiver*

In the case of First National Bank of Lindsay v.

Garner, 91 Cal. App. 176, 266 P. 849, this court

went into the question very thoroughly as to the

respective rights between a mortgagee whose
mortgage included in its provisions, rents, issues,

and profits, as against a third person claiming
under a chattel mortgage covering the crops

grown upon the mortgaged premises, and it was
there held that, until the mortgage had been
foreclosed, the mortgagor in possession was en-

titled to the rents, issues, and profits of the
mortgaged premises, and of course possessed the
right to mortgage the same."

In Fisher v. Norman Apartments, Inc., et al., 72

Pac. (2d) 1092, the mortgage (trust deed) contained

a provision pledging and assigning the rents as se-

curity. After default an agreement was entered into

between the owner and a bondholders' committee

(mortgagee) by which a manager was appointed to

operate the property, that the rents from the prop-

erty were to be deposited in a "depository satisfac-

tory to all parties herein" and were to be paid out

only upon the joint signature of a resident manager
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of the apartments and of a representative of the bond-

holders' committee for the purposes hereinafter set

forth. Provision v^as made for the disposition of

rents, first, to payment of operating expense, sec-

ond, taxes and third, "to pay the balance, if any, to

the trustee under said mortgage or deed of trust for

the benefit of its bondholder beneficiaries. It was

provided that the instrument should be construed as

made for the benefit of the owner and of the bond-

holders' committee.

Foreclosure proceedings were instituted, and a

decree of foreclosure was entered July 15, 1935. Sale

was confirmed November 26, 1935, but prior to the

sale, a judgment creditor of the owner attached by

garnishment the rents in the possession of the de-

pository bank, holding under the aforesaid agree-

ment, and a controversy resulted between the mort-

gagee claiming the rents, both under the provision

in the mortgage pledging and assigning the rents

and also under the management agi'eement which

provided for the payment of the rents to the mort-

gagee. The Court held:

"The contract was a restriction on expenditures
which might be made voluntarily by the mana-
ger or by the corporation, but it did not, and
did not purport to, pass title to the funds or de-

termine the rights of judgment creditors to pro-

ceed against them for satisfaction of their

claims.

(3) It is said that the rents were assigned in

the deed of trust. This, however, does not ope-

rate to give the mortgagee a right to such rents



28 APPENDIX

except under certain definite conditions. . . .

Where rents are assigned to the mortgagee, a
receiver may be appointed to take possession for

him and collect the rents for his benefit; but
this was not done. Neither under general prin-

ciples of equity well recognized in foreclosure
proceedings nor under our statute (if the same
applies to prior mortgages which we need not
determine) is the mortgagee entitled to the rent
here involved.

(7) The money in the hands of Englander,
who, so far as the contract and record discloses,

had no other status than that of agent of the
Norman Apartments, Inc., was the money of his

principal and subject to garnishment by a judg-
ment creditor of his principal."
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STATEMENT OF THE (WSE

In an effort to exjilain away the seaTesiation

order sianed bv Judae ^IcNarv at the outset of the
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proceedings after the hearing before the Special

Master, appellees claim that the order "deals with

bookkeeping only" and was not made on petition of

the appellants. The fact is appellants appeared at

the first meeting of creditors and opposed continu-

ance of the bankrupt in possession (R. G) , and it was

on account of what transpired at the original and

adjourned hearing before the Special Master that

the latter recommended to the court that a separate

account be kept of all moneys coming into the Trus-

tee's hands.

Section 47 (A) G of the Bankruptc}" Statute re-

quires the Trustee ''to keep regular accounts show-

ing all amounts received and from what sources and

all amounts expended and on Avhat account". See

also General Order Number XVII. It was therefore

not necessary for the court to enter an order re-

quiring the Trustee to keep itemized accounts, be-

cause the statute already required this. The pur-

pose of the order was to segregate the collections

and expenses as to the various mortgaged properties.

Again, appellees are in error in stating that the

court's order of segTegation did not apply exclu-

sively to the mortgaged properties. Not only is it

true that the court had the mortgaged properties

in mind, as is shown by consideration of the Special

Master's report, but it is further an admitted fact

in this case, referring to income exclusively from

the mortgaged properties, that such income was

practically all the income that the two debtor cor-
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porat^'ons had; that diirinp: the administration of

the Trustee in the bankruptcy i)roceedinjj:s the

debtors were in a state of collapse, having virtually

no income except from the mortj>aj?ed pro])erties"

(R. (>9). Since the debtor, both before and aftei-

bankruptcy, had virtually no income except from

the morfoaged properties, the order referrin.s: to

segregation of income obviously could refer only to

the mortgaged pro] >er ties.

ASSIGNMENTS OF ERROK ARE SUFFICIEXT

The appellees contend (I>r. pp. 5 to 7) that the

assignments of error are insufficient in that they

fail to point out whether the error lies in lack or

insufficiency of evidence to support the ruling of

the Court or the erroneous conception or application

of legal i)rinciples. They cite and rely upon cases

from the Ninth Circuit in which it has been held

that certain assignments of error are insufficient as

being too general. The authorities do not sustain

appellee's contention.

The authorities hold that an assignment of error

must point out the particular act of the court which

is alleged to be erroneous : Am. Surety Co. rs, Fishrr

Warehouse Co. (9 C.C.A.), 88 Fed. (2d) 53G. The

authorities do not hold that the assignment of error

must contain legal reasons supporting api)ellant's

contention. Randolph vs. Alien (5th C.C.A.). <n



4 INVESTORS SYNDICATE, et ol.

Fed. 23; A. T. & 8. F. R. Co. vs. Meijers, (7tli

CCA. )
, 76 Fed. 443. An appellant is not required to

speculate as to what caused the judicial mind to

reach an erroneous legal conclusion. Assignments

that court erred in denying defendant's motion for

a directed verdict {A. T. & 8. F, R. Co. vs. Meyers,

supra; Kennedy Lumber Co. vs. Rickhorn (4. CC
A.), 40 Fed. (2d) 228) ; that court erred in sustain-

ing demurrer to complaint {Smith rs. Royal Ins,

Co. (9th CCA.), 93 Fed. (2d) 143), that court erred

(1) in overruling demurrer to complaint, and (2)

in denying motion for directed verdict (Southern

Pac. Co. vs. Swartz (9th CCA.), 89 Fed. (2d) 192),

have been held to be sufficient under the rule. Also

it was held in Gartner vs. Hays (8th CCA.), 272

Fed. 896, that a specification that court erred in its

conclusions of law is sufficient to raise the question

of whether the court's findings of fact are sufficient

to sustain its legal conclusions.

The only question involved in this appeal is the

correctness of the conclusion of law. There is pre-

sented for consideration no question of proceedings

at the trial and no question of fact. The facts found

by the Special Master were not excepted to and so

stand as admitted. Furthermore, the facts have

been stipulated on appeal under Equity Rule 77. Th('

facts being admitted, the sole question is whether

those facts entitle the mortgagees to the rents. The

Special Master concluded that they did, but the trial

court, being of the op])osite opinion, sustained ex-

I
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ception to the legal conclusions of the Special Mas-

ter. The question is, did the court err in so doing.

Nor do the assignments of error violate the rule

that each error relied upon must be separately as-

signed. There were separate assignments of error

for each of the three appellants, directed to the Spe-

cial Master's conclusions affecting the properties

upon Avhich each held a mortgage. The first assign-

ment on behalf of Investors Syndicate covers

the first five conclusions of law of the Special Mas-

ter, which relate to the five apartment houses owned

by Investors Syndicate. Since the question of law

as to each of said apartment houses is identical,

there was really involved only one question of law,

namely, whether Investors Sj^ndicate is entitled to

recover the rentals from its mortgaged properties.

To have specified error separately as to each apart-

ment house would have been useless repetition. The

same is true as to assignment Xo. 3 made on behalf

of Portland Trust and Savings Bank, and covering

conclusions of law six and seven which related to

the two mortgaged premises of the Portland Trust

and Savings Bank, as to each of which the same

legal question was presented.

As counsel for appellees have pointed out there

is really onh^ one assignment of error in the case

as to each of the appellants. The second assignment

as to each mortgagee is the converse of the first. The

error assigned is the act of the court in sustaining

exceptions to the conclusions of law in the report of
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the Special Master. The error complained of is thus

specifically pointed out. Since that error is in mak-

ing a conclusion of law, to specify why it was errone-

ous would trench upon the function of the brief and

so incumber the record, as pointed out in the cases

previously cited. The assignments do point out spe-

cific rulings of the trial court which are alleged

to be erroneous, and so present the question Avhether.

based upon the admitted facts, the appellants are

or are not as a matter of law entitled to the rents.

We submit that the assignments of error are

sufficient to raise the sole question involved in this

appeal under a strict interpretation of the rules.

But since assignments of error are abolished alto-

gether under the new rules governing appeals, it

would seem reasonable that the old rules as to the

few cases to which they are still applicable should

be applied with some degree of liberality, especially

where the issue on appeal is a single question of law.

INTERVENTION OF BANKRUPTCY PRIOR TO
RECEIVERSHIP DOES NOT BAR MORT-

GAGEE'S ORDINARY REMEDIES OR
THEIR EQUIVALENT.

Appellees labor to show that assignment of rents

is a mere contract for a future lien which, not being

perfected at the time of bankruptcy, entirely fails.

In an effort to support this argument, which is en-

tirely unsupported either in reason or authority,

appellees claim that the bankruptcy cases award-
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ing rents and profits to the mortgagee after bank-

ruptcy, in the absence of receivership proceedings

prior to bankruptcy, arise solely in jurisdictions

where the common law theory of mortgages prevails.

This argument is fallacious throughout.

MOKTGAGEE'S CLAIM TO REXTS PRESENTS
QUESTION SOLELY OF REMEDY.

The fallacy of counsel's argument concerning so-

called failure to perfect lien prior to bankruptcy in

a case where the mortgagee does nothing until bank-

ruptcy, lies in the failure to distinguish betw^een the

lien right and the lien remedy. Application of rents

and profits is a matter of remedy which flows as

part of the original mortgage lien, where the mort-

gage contains appropriate provisions as in the pres-

ent case. In the absence of voluntary surrender of

possession, the rents are ordinarily obtained by a])-

plication for a receivership, but when bankruptcy

supervenes, a receiver cannot be appointed, as the

bankruptcy court has sole jurisdiction. Therefore,

the bankruptcy court gives an equivalent remed>

suitable to the bankruptcy procedure. That is the

reasoning of the courts in the many cases which we

have cited in our main brief. (See Appellants'

Brief, pp. 25, 28.

)

The right to the rent remedy is determined by

the validity of the mortgage itself, it l>eing admit-

ted in this case that the mortgage was for valuable

consideration and was duly recorded and entitled
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to the protection of Sec. ()7D of the Bankrnptc}^ Act

(iv. 27, (10) . It might just as well be argued that the

mortgage lien on the land itself is inchoate, as

to argue that the remedy of application of the rents

and profits is an inchoate lien right. In both cases

all the mortgagee has is a lien, remedy on which is

postponed until default, at which time the mortga-

gor must bring suit to foreclose before he can realize

on his lien on the land, and must, in the absence of

bankruptcy, ask for a receiver in order to obtain

the rents and profits. After bankruptcy, foreclosure

proceedings cannot be instituted without the bank-

ruptcy court's consent and even thereafter the bank-

ruptcy court may, if it wishes, retain possession

until the bankruptcy proceedings are completed.

But such possession from and after the date of the

application by the mortgagee for the rents and

profits is subject to application of those rents and

profits to the mortgagee's account. We said in our

'original brief, and we repeat it now, that all of the

cases so hold, the only difference being that some

of the cases go even further and state that when

the application is filed the mortgagee is entitled

retroactively to the date of the institution of the

bankruptcy proceedings. We challenged counsel to

find one case to the contrary. That challenge has

not been met.

It is no answer for counsel to state (Appellees'

Brief, p.lO), ''There is in Oregon no substitute for

this method of taking possession" (to-wit, the re-
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ceivership method described by the Oregon statute).

Neither Oregon nor any other state has or couhl

attempt to legislate as to Avhat remedies will be al-

lowed in a court of bankruptcy. Section ()7D of the

Bankruptcy Act protects the mortgage lien, which

includes all the mortgage incidents attendant to

and flowing from the mortgage itself, such as the

right to the rents and ])rofits.

As said by the Supreme Court:

"The bankruptcy act did not attempt, by any of

its provisions, to deprive a lienor of any remedy
which the law of the State vested him with."

Hiscock V. Bank, 206 U.S. 28, 41, 51 L. ed. 045,

953.

Cases which deny the validity of a lien which

was not perfected prior to bankruptcy, such as an

unrecorded mortgage or conditional sales contract,

are, of course, entirely out of point because they are

not entitled to the protection of Section G7D of the

Bankruptcy Act.

BANKRUPTCY COURTS GRA^T SEQUESTRA-
TION WHETHER MORTGAGE CONTROLLED

BY COMMON LAW OR LIEN THEORY.

We turn now to consideration of appellees' state-

ment that all of the cases cited by us in our main

brief are from so-called common law jurisdictions

rather than lien jurisdictions.

Our first answ^er is that we cited cases of mort-

gages in a number of jurisdictions where the lien

theory rather than the common law theory of mort-
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gages prevails, to-wit

:

CALIFOKNIA:

American Trust Co. v. England, 84 F. (2d)

352 (CCA. 9).

Re Hotel St. James Co., 65 F. (2d) 82 (CC
A. 9).

NEW YOKK

:

In re. Brose, 254 F. 664.

Prudential Insurance Co. v. Liherdar, 74 F.

(2d) 50 (CCA. 2).

Lincoln Bank v. Realty Associates, 67 F. (2d)

895.

WISCONSIN

:

Re Clark Realty Co., 234 F. 576 (CCA. 7).

FLORIDA

:

Florida Bank v. U. S., 87 F. (2d) 896 (CCA.
5).

Appellees' brief (appendix) contains a digest of

the laws of various states on this point, but it will

be noticed that none of the states above mentioned

is included in this appendix, indicating that counsel

concedes that these cases arose in jurisdictions ad-

hering to the lien theory of mortgages, just as Ore-

gon does. The same authority cited by counsel, to-

wit, 1 Jones, Mortgages, 8th ed., bears out the fact

that the above states subscribe to the lien theory.

See Sections 67, 22, 26, 48, 65.

It will further be noticed that although counsel

argues extensively that Florida adheres to the com-

mon law theory, the appendix makes no reference to

the law of Florida. Counsel argues that in Florida
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a deed of trust, as distinguished from an ordinary

mortgage, passes legal title and the right to posses-

sion, citing Sautter i\ Miller, 15 P'la. dli."). (See Ap-

pellees' Brief, p. 32.) The fact is that in Florida

all mortgages give a mere lien to the mortgagee. Sec-

tion r)"-,") of \\)'27 Compiled Laws of Florida, i)i-o-

vides

:

''A mortgage shall be held to be a specific lien on
the property therein described and not a con-
veyance of the legal title or of the right of pos-
session."

This statute was enacted in 1853. It is, accordingly,

held in Florida that the mortgagor is not entitled

to possession until after foreclosure and sale : Pasco

V. Gamhle, 15 Fla. 5()2; White Erifjineerinf/ Corp.

r. Bank, 81 Fla. 35, 87 So. 753. The mortgagor re-

tains the rents: Endall v. Walls, 10 Fla. 78(). This

section was construed as abrogating the common

law rule: Walker i\ Huge, 78 Fla. ()67, 83 So. (105:

Evins i^Bank, 80 Fla. 84, 85 So. 8()9.

There is nothing in the Florida law making any

distinction as to a mortgage in the form of a deed

of trust. The case relied on by counsel of Sautter

r. Miller, supra, was decided on the express gi'ound

that the trust deed in that case was for general trust

purposes, and w^as no mortgage at all.

Appellees in an effort to distingiiish the J/iving-

ston case, contend that Missouri is a common law

jurisdiction, but neglect to mention that 1 .lones.

Mortgages, 8th ed.. Sec. (>7, classifies Missouri as

neither a common law nor a lien state, stating that
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Missouri modifies the common law in that until

breach of condition and possession taken the mort-

gagor is regarded as owner, even against the mort-

gagee.

The remaining states which Jones classifies as

common law jurisdictions are Alabama, Illinois,

Massachusetts, New Jersey, Ohio and Pennsylvania.

It therefore appears that we have cited cases from

five jurisdictions that are common law jurisdictions,

four jurisdictions that are lien states, and one state

that has a hybrid rule of mortgage law. How, under

these facts, can counsel contend, as stated at page

41 of Appellees' Brief, that ''the element common to

all the cases cited by appellants is that in all of the

states in which the mortgages were made, the mort-

gagee by virtue of the mortgage and the law of

the state applicable thereto had the legal title, the

immediate right of possession, and the immediate

right to the rents."

Again, in answer to appellees' contention based

on whether the particular state has a common law

or lien theory, it should be noted that in not one

of the cases cited by us was any such distinction

raised or even suggested. On the contrary, all these

cases held strictly as a matter of bankruptcy law

that remedies which were open to the mortgagee in

absence of bankruptcy should not be denied sub-

sequent to bankruptcy, and that therefore the bank-

ruptcy court would supply an equivalent remedy.

We quote again from Blndseil v. Liherty Trust Co.,
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248 F. 112 (CCA. 3) :

"This view is not based upon the notion that the

mortgage confers a lien on rents, for, of course,

it does not ; but it is based upon what is con-
ceived to be an equitable adjustuunit of rights,

of which some are obviously superior to others.

Such an application of income from encumbered
property appears to be not only an equitable

but a very practical way of administering bank-
rupt assets."

NO KEASON FOR AXY DISTINCTIOX BE-

TWEEN COMMON LAW AND LIEN STATES

There is no logical reason for any distinction

between the common law states and the lien states.

In all jurisdictions, even where the common law

theory prevails, the mortgagor is not entitled to

the rents and profits until he obtains possession or

has a receiver appointed: 2 Jones, Mortgages, 8th

ed., Sec. DIG. See Elmore v. Symonds, 18^3 Mass. 321,

()7 N.E. 314; Meyers v. Broicn, 92 N.J. Eq. 348, 112

Atl. 844. We call the court's attention to the fact

that in all the states subscribing to the common

law theory, an ejectment action is necessary before

the mortgagee can obtain possession and have the

rents. See Appellees' Brief, Appendix, pp. 1-5.

If a mortgagee in a common law state has not

yet obtained possession by an action in ejectment,

he is in precisely the same position as a mortgagee

in a lien state who has not obtained the appoint-

ment of a receiver prior to bankruptcy. In both
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cases the mortgagee has a remedy which has not

been exercised as of the date of bankruptcy. In both

cases the banl^ruptcy court, being a court of equity,

will supply a remedy equivalent to the state court

remedy.

The Supreme Court has stated ( referring to 77B

proceedings) :

"They are essentially courts of equity and their

proceedings inherently proceedings in equity
* * *." Continental Illinois Bank r. R. R., 294
U.S. 648, 675, 79 L. Ed. 1110, 1128.

The Continental Illinois Bank case, far from sup-

porting appellees' theory, well illustrates the fal-

lacy of confusing a property right with a remedy.

In that case the court, under Section 77 of the Bank-

ruptcy Act, restrained the sale of collateral held

by a mortgagee in possession. In reaching that re-

sult the court gave careful consideration to Section

67D of the Bankruptcy Act and held that the in-

junction did not infringe, because (294 U.S. at

676):

"The injunction here in no way impairs the lien

* * * it does no more than suspend the en-

forcement of the lien * * *."

ADDITIONAL REASONS TO PROTECT MORT-
OAOEE UNDER SECTION 77B.

In our main brief (pp. 35-.39), we considei^ed the

mortgagee's rights under 77B and pointed to the

widened scope of 77B proceedings and especially the
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fact that in addition to the ordinary powers granted

under the Bankruptcy Act, Section 77B endows the

court with all the powers of a Federal court in a

general equity receivership. We fm-ther showed

that every case in w^hich the point has arisen under

77B, was decided in favor of the mortgagee.

Appellees concede that undei- the case of Pru-

flenfial Insurance Co. r. Liberdar, 74 F. (2d) ."iO

(CCA. 2), the Federal Court in a general equity

receivership will award the rents and profits to the

mortgagee from and after the date of application

therefor (Appellees' l>r. p. 40). But ai)pellees claim

that because this is a bankruptcy pi'oceeding the

Liberdar case is of no authority.

Our answer to this is that Section 77I> (a) gives

to the court all of the powers that the Federal Court

had in a general equity receivership such as the

Liberdar case: Ditparquet t\ Erans, 297 U.S. 210,

SO L. ed. 591.

Since Ave are considering the jurisdiction of the

court, and not the powers of the trustee, counsel's

references to the latter are irrelevant. However,

if counsel had fully quoted Section 77B (c)(2) in-

stead of breaking off the quotation, it will be noted

that same reads as follows (words omitted by coun-

sel are underlined) :

''Every such trustee upon filing such bond, shall

have all the title and shall exercise, subject to

the control of the judge and consistently with

the provisions of this section, all the powers
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of a trustee appointed pursuant to Section 44 of
this Act, and if authorized hy the judge, the
same powers as those exercised hy a receiver
in equity to the extent consistent with this sec-

tion * * *."

Appellees further contend, p. 56, that the power

under 77B to restrain pending foreclosure proceed-

ings existed under ordinary bankruptcy. The con-

trary has been conclusively determined in many de-

cisions. See, for example: Straton vs. New, 283 IT.

S. 318 ; 75 L. ed. 1060. Hiscock vs. Bank, 206 U.S.

28; 51 L. ed. 945. Metcalf Bros. vs. Barker, 187 U.S.

165; 47 L. ed. 122. It is useless for counsel to con-

tend that 77B did not greatly amplify the powers

of the bankruptcy court, thereby imposing upon it

the duty to protect the remedy of the lienor by sup-

plying an equivalent of what the lienor would have

had in the absence of 77B proceedings.

We submit that counsel have failed entirely to

answer our point with reference to 77B and we call

the court's attention to the fact that no cases are

cited by counsel under 77B where the mortgagee was

barred after filing application for the rents.

NAYBEKGER CASES NOT IN POINT

Counsel cite State ex rel Nayherger v. McDonald,

128 Or. 684, 274 P. 1104, and McKinney v\ Nayher-

ger, 138 Or. 203; 6 P. (2d) 228. These cases are en-

tirely out of point. They are cited in support of

counsel's contention concerning the Oregon law
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relating to mortgages. But in the Nayberger cases

the mortgagee held a second mortgage which con-

tained no provision for application of the rents and

profits. Since the rents and profits were not

pledged as permitted by Section 5-112 of the Ore-

gon Code, the trial court order appointing the re-

ceiver was void. The mortgagee in that case was a

second mortgagee, the first mortgagee not being a

party to the suit. The first mortgage contained ap-

propriate provisions for application of rents, but

it Avas held that there Avere no grounds whereunder

the second mortgagee could claim subrogation and

therefore the mortgagee could not benefit by the

provisions of the first mortgage.

SPECIAL FACTS KELATIX(J TO PORTLAND
TRUST AND SAVINGS BANK.

Our main brief, pp. 1(>, 47-5(), showed that Port-

land Trust & Savings Hank's remedy was exercised

prior to bankruptcy and that the rentals were im-

pounded in the state court not only before bank-

ruptcy but after institution of bankruptcy proceed-

ings and until the filing of 77R proceedings. It is

not true, as appellees claim, that there was any-

thing informal about the treatment throughout

these proceedings of Portland Trust's claim as be-

ing on a trust basis in recogiiition of its rights to

the rents and profits, because we have already

shown that the bankruptcy court itself issued an

order permitting the trustee in bankruptcy l>efore
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77B proceedings to pay the moneys to tlie state court

in the foreclosure proceedings of Portland Trust ( R.

11-12). When 77B proceedings were instituted the}^

had the effect of staying the state court proceed-

ings so that from that time the rents were collected

by the bankruptcy court.

Under the case of Hifz v. Jenks, 123 U.S. 297,

payment of the rentals into the court by the mort-

gagor, acting under court order, was the equivalent

of a court receivership. The discussion of appellees

(p. 65) is in no way to the contrary. The court in the

Hitz case required the plaintiff to collect the rents

and pay them into court, and as to all rents subse-

quently collected, although the order was not de-

nominated a receivership order, it was held that the

procedure was equivalent to a receivership. The

identical situation is true in our case, except that

the party appointed to collect the rents and pay

them into court was the defendant instead of the

plaintiff. The rents were just as effectively se-

questered as if a third party had been appointed as

receiver. By the express order of the state court,

the rents when collected were to be applied to the

bank's mortgage indebtedness (R. 10).

It is not true that Judge McNary's order, per-

mitting the payments to the state court to continue

after bankruptcy proceedings, was set aside as soon

as the trustee found out about it and raised the

question. On the contrary, the original order was

entered by Judge IMcNary after a motion had been
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filed supported by affidavit (R. 11). The trustee

raised no further question about the matter until

77B proceedings were instituted, and then for the

first time did payments to the state court cease,

although even after that time the bankrui)tcy court,

for a period, permitted the rents to be collected by

one Kaste.

On these facts it is plain that when the trustee

put the Portland Trust funds in a separate bank

account and kept them there ever since, the trustee

was acting consistently with the bank's rights as

recognized by the previous court order.

REPLY TO APPELLEES' CONTENTION THAT
1927 AMENDMENT TO SECTION 5-111, ORE-

GON CODE, IS NOT AI^PLICABLE TO
INVESTORS SYNDICATE MORTGAGES
WHICH WERE PREVIOUSLY EXECUTED.

Appellees cite (Br. p. 72) Michigan cases con-

struing an Act of that State of 1925, as supporting

their contention that the amendment of 1927 in

Oregon cannot be applied to mortgages previously

executed. The Michigan Statute of 1925 is of no aid

to us in this controversy because of essential differ-

ences in Avording. The Michigan Statute starts out

with the word ''hereafter", and this was emphasized

in Newshatim vs. Shapiro (Mich.), 228 N.W. 785, as

requiring that it be applied only to mortgages sub-

sequently executed. When the difference in Inu-

iiuage of the statute is considered, the Michigan an-
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thorities really support the construction and appli-

cation for which we contend.

ASCERTAINMENT OF DEFICIENCY

It is contended that the mortgagees have the

burden to prove that they bid a fair price at the fore-

closure sale and that the bankruptcy court may de-

termine that the actual value was in excess of such

amount. This point has no place in the present liti-

gation, because the amount of recovery to be award-

ed to appellants is a matter for future accounting.

This court has before it only the broad legal ques-

tion as to whether the mortgagee is entitled to rents

and profits after application therefor in the bank-

ruptcy court.

Respectfully submitted,

STEPHEN H. BOYLES,
CHAS. W. REDDING,
VERNE DUSENBERY,
Attorneys for Investors Sjm-

dicate, Appellant.

VERNE DUSENBERY,
Attorne}^ for Metropolitan Life

Insurance Company, Appel-

lant.

\"ERNE DUSENBERY,
HERBERT L. SWETT,
Attorneys for Portland Trust

& Sa^ings Bank, Appellant.
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Limitation of space makes it impossible in the

main reply brief to consider all of the cases cited b}

counsel. A number of these cases are cited on col-

lateral points or are obviously distinguishable and

need not be considered herein. Practically all the

cases dealing with the main issue before us are treat-

ed in our main brief, ll is our belief that in im-

portant regards counsel's argument concerning some

of these cases is misleading and inaccurate. We feel,

therefore, that it will be of assistance to the court

in this appendix to consider in alphabetical order

certain of these cases, as follows

:

American Trust Company r. England, 84 F. (2d)

352 (CCA. 9). See Appellants' Brief, pp. 18, 19, 21,

23, 63, 64, 65. Appellee's attempted distinction fails.

The trustee in bankruptcy of a third mortgagee was

in possession under the latter's mortgage, without

the mortgagor's consent. In effect, therefore, the

trustee in bankruptcy of the third mortgagee was

an assignee of the mortgagor. The mortgagor at no

time consented to possession by or for the benefit of

the first mortgagee. Nevertheless, the first mort-

gagee was held to be entitled to the rents from and

after date of application in the bankruptcy pro-

ceeding of the third mortgagee. The third mort-

gagee was just as much an adverse party as far as

the first mortgagee was concerned as was the own-

er. The owner was in no way estop])ed from assert-
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ing his position against the first mortgagee, as pos-

session had never been surrendered to the first mort-

gagee. This court used the following broad lan-

guage in concluding its decision in the England case

:

"This is a proceeding in equity, and we find

funds in the possession of the trustee in bank-
ruptcy to which the appellant made proper
claim and is in a position equivalent to his pos-

session of the property as mortgagee in posses-

sion. Before distribution of the funds, the mort-
gagor became a party to the bankruptcy pro-

ceedings in which the funds are so held. It has
had full opportunity as such party to protect its

rights. The issue as to the right to the funds
should be determined by this court sitting in

equity."

The England case is important not only as estab-

lishing the mortgagee's rights against the owner,

but also as establishing the first mortgagee's rights

against the third mortgagee in the bankruptcy pro-

ceedings. Since the third mortgagee was in effect an

assignee of the mortgagor, the third mortgagee be-

ing in possession had the same rights as the mort-

gagor had against the first mortgagee. Consequent-

ly when the bankruptcy court permitted the first

mortgagee upon application to obtain the rents and

profits, it is clear that the same result would have

followed had the bankruptcy been that of the mort-

gagor instead of that of the third mortgagee.

Bindseil v. Liberty Trust Co., 248 F. 112. Appel-

lees' quotation from the Bindseil case (Brief, p. 51)

is highly misleading. The paragraph there quoted is
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stated by the court as setting forth contentions with

which the court disagrees, and the balance of the

opinion is devoted to showing why the quoted state-

ment is wrong. The very next words of the court

after the ])ortion quoted are as follows:

"In these decisions the fact of bankruptcy is not-

ed but its effect on the relative rights of credi-

tors is disregarded."

The decisions mentioned are low^er court decisions

which ai'e distinguishable on their facts.

Continental IlUnois Jiank i7s. Chicayo, etc. Com-

pany, 294 U.S. ()48, 79 L. ed. 1110. It is to be noted

that that was a 7?B case which merely exemplifies

that under 77B the court has the power to do what

it does not have the power to do under the ordinary

bankruptcy statute, to-wit, restrain a pledgee in

possession from foreclosing by sale. Such restraint,

of course, is for the protection of the bankruptcy

court and subject to the obligation of the court not

to impair the lien, but on the contrary to preserve

the lienor's rights subject to such delay as is re-

quired by the 77B proceedings. As applied to a case

of mortgages on income producing real property, the

court in 77B may well restrain the enforcement of

a mortgagee's remedy even where there Avas a re-

ceivership prior to bankruptcy, but if reorganization

fails and the mortgagee is not otherAvise protected,

the bankruptcy court must proAide a retroactive

remedy commensurate with the remedy which was

stayed. Likewise, if the mortgagee has made no ap-
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plication prior to bankruptcy, he is entitled to the

same protection from and after the date of applica-

tion to the bankruptcy court.

Dallas Trust & Savings Bank v. Ledbetter, 36 F.

221 (CCA. 5), (Re. Thomas). This case is distin-

guishable on the same grounds as the St. James

case. See Appellants' Brief, p. 29, where the case is

discussed under the name of Re Thomas. The quar-

terly rent came due and was collected April 1st, and

the court says that no application was made to the

bankruptcy court until "after April 1st". Mortgagee

contended sale and foreclosure would have occurred,

except for bankruptcy, before April 1st, but that

was held to be immaterial. The case is no authority

for what would have happened had the application

been for rents subsequent!}^ collected.

Florida Bank v. U. S., 87 F. (2d) 896 (CCA. 5).

See supra, pp. 10-11 ; see also Appellants' Brief, pp.

28, 38. The case is direct authority that the mortga-

gee is entitled upon application. There is not one

word in the opinion bearing out appellees' statement

to the effect that the mortgagee was in possession be-

fore bankruptcy. See Appellees' Brief, pp. 32-3.

Re Foster, 9 Fed. Cas., p. 523; s.c. on appeal, 9

Fed. Cas., p. 572. This case arose under the Bank-

ruptcy Act of 1867. Furthermore, the case is distin-

giiishable because it was held that the mortgagee

was not entitled to rents collected by the bankruptcy

court before application therefor.
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In re Hotel St. James To., (m F. (LM) 82. Coun-

sel i^Tiores the distinction made by the court that

in the St. James case application for the rents was

not made until after the rents had been collected.

See Appellants' 15rief, pp. 20, 21, 2."), :V.\, (17.

Mortfjayc Loan Co. r. L'uirnjston, 45 F. (2d) 28

(CCA. 8). See Api>ellants' Brief, pj). 21, 2:i,

()4, ()(>. The significant thing about api)ellees'

discussion of this case (p. 4(>) is that appellees lay

great stress on the supposed fact that "the receiver

promptly consented to such segregation" and re-

quest by the mortgagee immediately upon institu-

tion of the bankruptcy proceedings. In the first

place counsel are in error in stating that the re-

ceiver consented to application of the rents. All that

the receiver consented to ^^ as segregation, putting

the case on a precise parallel with our case, where

there was a court order for the segregation at the out-

set of the proceedings. Furthermore, counsel's argu-

ment that the receiver's consent to segregation (and

his supposed consent to application) constitutes a

sequestration is in direct negation of counsel's argu-

ment concerning claim of Portland Trust & Savings

Bank that the trustee in bankruptcy had no right

to consent to segi'egation of the rentals on the Port-

land Trust properties (Appellees' Brief, pp. (>r)-7K

There counsel argues vigorously that even where

the trustee actually deposits the money in a separate

trust account, the bankruptcy estate is not bound

therebv.
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Sullivan v. Rosson, 223 N.Y. 217, 119 N.E. 405.

This case lias already been discussed by us. See

Appellants' Brief, pp. 30, 67. It simply holds that a

junior mortgagee is entitled as against a senior

mortgagee until such time as the latter takes appro-

priate action to have the rents applied on the senior

mortgage. In recognition of the senior mortgagee's

rights, the court says (1 A.L.R., p. 1404) :

"A senior mortgagee desiring to obtain such
rents * * * should actually possess himself of

them or of the right to them through some mu-
tual arrangement, * * * or he should make ap-

plication to the court to have the receivership

extended for his benefit * * *."

We have, in bankruptcy, done the equivalent of the

latter.

Re Van Rooy, 21 F. Suppl. 431 (D.C., Ohio) . This

is a District Court case. The case in no way con-

flicts with the many cases cited by us. Appellees'

own statement of the case is that ''after the sale of

the property" the mortgagee petitioned for segrega-

tion covering rents previously collected. The court

recognizes that had timely and appropriate appli-

cation been made by the mortgagee, he Avould hare

been entitled to the rents. Appellees quote ( p. 25 )

,

the court's statement to the effect that the mortga-

gee, to make the lien effective, should have brought

foreclosure proceedings, with the court's consent, or

in the alternative should have obtained from the

bankruptc}^ court the appointment of a receiver to

collect the rents for the mortgagee's benefit or ''at
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least it should have made some such attempt". What

the court means, obviously, is that the uiort<2:a;;ee

did not take timely action to protect his remedy.

It may further be noted that in our cases the court

ultimately jiranted leave to foreclose as to all the

mortga.ces. and rents and profits were collected

herein after such orders were entered.

In re Wakey, 50 F. (2d) 8()9 (CCA. 7). See Ap-

pellants' Krief, pp. 21, 88. The reason that this

court refused to follow the Wakei/ case was not,

as stated by appellees, that a mortgage creates no

lien on future rents. On the contrary, the reason

was that the Wakei/ case permits recovery from the

date of the bankruptcy proceedings, regardless of

the date of application, whereas this circuit limits

recovery to the period subsequent to date of ap-

plication.
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